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The March of the News 


IN NATIONAL AFFAIRS 


of Congress were given something 

to think about last week when President 
Roosevelt, about to be inaugurated for his second 
term, tossed his long-awaited government reor- 
ganization plan into the hopper, asked that it be 
put into operation. 


The President’s objective is to place the huge 
organization of which he is, in effect, the general 
manager, on a business basis. To that end he 
proposed a general reshuffling of bureaus and 
agencies with all administrative functions per- 
formed in twelve departments, each headed by a 
cabinet officer. There are ten departments now 
but scores of emergency and _ independent 
agencies. 


Under the plan most Government employes 
would be placed on the merit system which would 
cut deep into Congressionai patronage. Senator 
Byrd of Virginia, who has been heading a com- 
mittee which, studying governmental reorganiza- 
tion independently of the President’s committee, 
approved the plan in principle, said it was de- 
ficient in one important respect—it wouldn't save 
any money. 


CONGRESS SUPPORT ASSURED 


Senator Byrd believes that a lot of govern- 
ment agencies should be abolished entirely. His 
was the only negative vote cast when the Senate 
last Friday passed a bill extending the life of the 
RFC and several other lending agencies two and 
a half years. 


The President had asked for this legislation in 
his message on the state of the Union, as these 
agencies are included in the new reorganization 
set-up. The House is still to act on the measure. 


Committees in both Houses began considering 
two other bills embodying authority sought by 
the executive, one providing for extension of the 
stabilization fund, the other for issuance of Fed- 
eral Reserve notes on government securities. 


Instead of his usual two press conferences last 
week the President held one conference and a 
“seminar,” as he himself styled it. The seminar 
for the press was on the subject of the reorgan- 
ization plan, with Mr. Roosevelt in the role of 
schoolmaster. 


Not one word was said at the presidential press 
conference on Friday on the subject uppermost 
in all minds—the “sit-down” strikes in the Gen- 
eral Motors plants. The President kept in close 
touch with the situation through his lieutenants 
in the Labor Department, who sat in on most of 
the negotiations. No indication was given as to 
what move, if any, the Government would make 
if negotiations broke down eventually. A strike 
of such magnitude is hurtful to the Government’s 
plans for re-employment. 


TOWARDS SAFER AIRWAYS 

Swift action was taken by the Government last 
week to cut down the number of airplane disas- 
ters after another transport plane had crashed in 
the west—the sixth in a month. The Bureau of 
Air Commerce drew up new and drastic rules for 
pilots while the Weather Bureau added 100 sub- 
Sidiary reporting stations to its forecasting sys- 
tem to improve weather reports to planes. Also, 
a move was begun in the Senate to give the ICC 
jurisdiction over air lines. 


Congress is all ready to get down to serious 
business as soon as the inauguration is over and 
the President, in his inaugural address, has out- 
lined his course for the next four years. The 
House completed committee assignments last 
week and thereby provided the medium through 
which most bills introduced will be sieved out. 


Republicans received the same proportional 
representation they had in the last Congress, de- 
Spite their depleted numbers. Progressives and 
Farmer-Laborities, numbering thirteen, sought 
treatments similar to the Republicans, squawked 
loudly but futilely in the House, when denied it 
by the Democrats. 


A reminder that we might become involved in 
another war before long was contained in Treas- 
ury’s first shipment of gold last week from the 
eastern seaboard to its new inland storage place 
at Fort Knox, Kentucky. 


STRONGER NEUTRALITY CONTROLS 

Meanwhile members of Congress continued 
talking about a stronger neutrality law to keep 
us out of any kind of war. Another move along 
this line came from the State department which 
indicated it would ask for a law to prevent 
Americans from taking part in a foreign war in 
which we were not involved. This action was 
Ly the 76 Americans had 
passed through Barcelona ‘on their way to. fight 
for the government. 


+ 


Two Inaugurations of President Roosevelt; 
Four Years Ago and Now in the Headlines 


RESIDENT ROOSEVELT, facing four + ing up. Wages of industrial workers increased, 


more years of White House power, looks 
back at the record of the first four and 
ahead to plans for the second. 

The contrast between his first inauguration 
and his second he finds striking. Equally im- 
portant and significant changes are expected 
before Jan. 20, 1941. 

When Chief Justice Hughes, in the bright 
sunshine of March 4, 1933, administered the 
oath of office to Mr. Roosevelt, the nation was 
in the midst of its worst panic. 

Banks were closed, exchanges shut down, un- 
employment at a record high, farm prices at 
bankruptcy levels, bank deposits down  one- 
third, capital in flight, gold hoarded, the ma- 
chinery of government as good as stalled. 

The nation at that moment—dumfounded at 
its plight—looked to the new occupant of the 
White House for leadership. 

Days that followed were historic. 


A HINT OF THE FUTURE 

A backward look into March and April and 
May, 1933, shows how the groundwork was laid 
for what has happened since and for what can 
be expected to happen in the months that lie 
ahead after a second inauguration. 

The nation’s banking system was purged, its 
money cut loose from gold, the care of its ‘un- 
employed accepted as a responsibility of the 
Government in Washington. 

Congress gave the President power to cut 
down the gold value of the dollar by half. It 
gave him unlimited power to deal with the 
banking crisis. Few strings were tied to the 


power he received to meet the problems of. 


agriculture or of unemployment. A world eco- 
nomic conference met and blew up in London, 

There followed AAA, with its cotton plow- 
ing and pig killing; NRA, with its Blue Eagle 
and blanket code; PWA and FERA and CWA 
with their pump priming; HOLC and FCA with 
their use of Federal credit to bail out home 
and farm owners; TVA with its planning; dol- 
lar devaluation, silver buying, commodity price 
fixing, CCC camps, stabilization funds. 

After them: The end of NRA; the Supreme 
Court upset of AAA; 
$4,800,000,000; Dr. Tugwell’s Resettlement Ad- 
ministration; a new banking law; reciprocal 
trade agreements; huge gold imports; strikes; 
record-breaking drought; old-age pensions; 
old-age insurance; unemployment insurance. 

All of this time: 


 More-ant-more-men were,.gotting. jobs, as 


employment edged definitely higher in spite of 
temporary setbacks. 


creation of WPA with - 


Farm prices were mov- 


adding to the total of purchasing power. Profits 
stepped up. 

Now, when Chief Justice Hughes for a second 
time administers the oath of office to Mr. Roose- 
velt, the nation verges on prosperity. 


THE RECOVERY TREND 

In the first four y 
ration: 

Industry has provided jobs for at least six 
million of the fifteen million men estimated to 
have been unemployed in March, 1933. 

Agriculture has seen its income brought back 
near to the ratio to total national income that 
prevailed in pre-depression years. 

Total national income—representing wages 
and interest and profits and rents—has risen 
from forty billion dollars a year to sixty bil- 
lion and is pointing higher. 

The general level of wholesale commodity 


prices is back to 85 per cent of the 1923-25 
average, 


rears since the first inaugu- 
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Bank deposits have risen from $40,645,000,- 
000 to an estimated $62,000,000,000, reflecting 
the effect of business and governmental spend- 
ing and laying the groundwork for further in- 
creases in business activity. 

Some industries are operating at record- 
breaking levels, employing more workers at 
higher wages than ever before in their history. 


MORE PROBLEMS TO SOLVE 

But, on the other side of the picture: 

Nearly 9,000,000 employable persons are es- 
timated by Government agencies to be unem- 
ployed in spite of the greater business activity. 

Relief costs are continuing to be as heavy 
or heavier than at any other period of the de- 
pression. 


The Federal Government budget of income 


and outgo still is out of balance with a Presi- 
dential hope that a balance may be reached in 
the fiscal year that starts in July. 

Taxes on business never were so high and 
are being increased through new pay-roll taxes. 

It is in the face of this somewhat uncertain 
outlook that Mr. Roosevelt assumes office for 
a second term. Instead of facing a crisis, he 
faces what his advisers think may be the pros- 
pect of a business boom of large proportions. 
Yet he also faces the problems of unemploy- 
ment and of Government finance that con- 
fronted him four years ago. 


THE MAJOR TASKS AHEAD 

At this stage, as the President looks into 
the period ahead, he reveals a major interest 
in the following: 

Rebuilding of the machinery of the Federal 
Government to centralize more power in the 
White House as a means of realizing efficient 
administration. 

Entrenchment of Government controls over 
banking, agriculture, money and business that 
have been built up during the past four years 
and that have survived court attacks, 

Development of Government controls over 
credit and trade that will be effective in keep- 
ing this nation out of any foreign war. 

Revival of NRA as far as that agency sought 
to limit hours of work in industry and to put a 
bottom under wages. 

Development of a system of social insurance, 
against hazards of employment, old age, health 
and accident, that will apply to all the workers. 

In gther words, Mr. Roosevelt sees his job 
primarily as one involving the use of powers 
of Government to protect the people of the 

* country from the effects of another depres- 
“sion; ‘atid # devise means of combating any 
future business’ set-back, 
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OW 


A LOOK AHEAD—FUTURE TRENDS 


AT THE outset of Mr. Roosevelt’s second term 

his immediate objective is to entrench thé 
experiments of recent years more deeply in the 
Government structure. | 


Governmental reorganization plan ts tied 
closely to that objective. President is deter- 
mined that all agencies of Federal Governmenf 
shall become responsive to the Executive, after 
the people choose the Executive and Congresg 
determines policy. 


Approval is likely by Congress of reorgan- 
ization plan essentially as outlined in Brown- 
low report and endorsed by President. The 
Byrd plan for reorganization based on abolish- 
ing functions built up during the depression, 
with the objective of saving money, will be 
quashed, under White House pressure if neces- 
sary. 

Congress may be expected to move slowly in- 
to action. President’s plan is to feed the legis- 
lators one task at a time—with reorganization 
and relief now in the hopper. 


THE LEGISLATIVE PROSPECT 
Formula for reviving parts of NRA, amend- 
ments to AAA, plan of crop insurance and ten- 
ant aid, is taking shape. Much talk of revolt, 
much maneuvering, are to be expected on Cap- 
itol Hill, but the whip hand is held in the White 
House and by White House leaders in Congress. 


Present legislative prospect also is for the fol- 
lowing: 

Extension of lending activities of RFC and 
other agencies, stabilization fund and authority 
to issue Federal Reserve Notes for two and a 
half years. 


A neutrality law more nearly like that wanted 
by certain Senators than like that wanted by 
the White House—Jess discretionary power 
lodged in President than he would like. 


Minor amendments to tax J-ws—after extend- 
ing nuisance taxes and three-cent postage—with 
no important changes in tax on undistributed 
portion of corporation earnings. Decision is to 
study that tax for another year. 


Continuance of reciprocal trade agreement 
powers. 


Guffey coal industry stabilization bill prob- 
ably will be enacted late in session. Labor 
leaders will drive for passage before wage 
agreements expire in spring. 


Signs are appearing of growing coolness be- 
tween John.L. Lewis and President which may 
have bearing on future Government policy, _Lewis 

[Continued on Page 3, Column 1.) 
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The United States News 


January 18, 1937 


—Underwood & Underwood 

RELIEF IN ’38—$1,530,000,000 ? 
Harry L. Hopkins (right), Works Progress Admin- 
istrator, with Representative James P. Buchanan, 
Chairman of the House Appropriations Committee, 
which opened hearings on the amount which shall be 


allotted for relief during the coming year. Mr. Hop- 

kins is in accord with President Roosevelt's view that 

$790,000,000 will be needed for relief until June 30, 

1937, and that $1,530,000,000 will be required to 

carry the relief load for the fiscal year of 1938, which 
begins on July 1, 1937. 
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‘More Millions For Relief 
Of the Nation's Jobless 


Relief lump sum — why needed? - 
drought, longer work hours, ebb in 


industrial skill. 
A§ PROMISED a year ago, President Roosevelt has 
told Congress how much money will be needed 
to meet relief needs for the remainder of the pres- 
ent bookkeeping year. The amount asked for is 
790 million dollars. 

The reason the request comes In this form is that, 
when budget appropriations were made for the year, 
the President was able to make no more than the 
roughest estimate of how great the requirements 
would be. He requested 1,500 million dollars but 
with this warning: 

The ultimate cost will be determined by private 
enterprise. If industry removes the underlying con- 
ditions that give rise to relief costs, the billion and 
a half dollars asked will, with previously unexpended 
balances, suffice to carry the Government through 
the year. But if industry fails to reduce substan- 
tially the number of those out of work, another ap- 
propriation will be necessary. 

That appropriation is now before Congress for 
consideration. 

Is the conclusion ta’be drawn that industry has 
failed to reduce substantially the number without 
work? 

In asking for the additional money, the President 
did not directly make this charge. He pointed out 
instead that a natural calamity had in part thrown 
calculations out and he directed attention to cer- 
tain practices of employers which work against the 
objective sought. 


AFTERMATH OF THE DROUGHT 


The natural calamity was the drought, the vic- 
tims of which had to be taken care of through an 
emergency program financed in large part by relief 
funds. Hundreds of thousands of families were 
thus aided, although with the advent of winter 
about 250,000 of them were transferred to.the care 
of the Resettlement Administration. This also is 
a relief agency, but the transfer prevented a dis- 
ruption of the work relief program through exhaus- 
tion of funds earmarked for it. 


Full credit was given to industry for the measure 
of reemployment which has taken piace. The in- 
crease in non-agricultural jobs since March, 1933, 
was placed at 6,000,000, of which gain 1,000,000 took 
place within the past year. 


This rise in number of jobs, the President as- 
serted, does not mean a like decrease in unemploy- 
ment. One reason is that about 400,000 persons 
each year are added to the labor force—young peo- 
ple seeking work for the first time. They must be 
absorbed merely to prevent an increase in unem- 
ployment. 


WHY JOBS ARE SCARCER 


Nor is the rise in number of jobs as large as it 
might be were it not for abandonment of NRA 
Standards by a considerable number of employers. 
In saying this, the President cited figures showing 
that hours of work, averaged over all industry, had 
increased from 33.3 per week in September, 1934, 
to more than 40 in October, 1936. 

He added. 

“It is not unfair to say that these employers who 
are working their employes unreasonably long hours 
are failing to cooperate with the Government and 
their fellow citizens in putting people back to work.” 

One more point was suggested by the President 
to account for the lag in relief roll contraction. 
This is the fact that those on relief are almost en- 
tirely the wnskilled--the last -to be reemployed. 
One reason for the situation: Duration of the de- 
pression, within which period training of workers 
has been at a minimum and idleness has caused 
Skill to deteriorate. 


WHAT RELIEF ROLLS SHOW 


In terms of numbers how has reemployment been 
reflected in the work relief rolls? 

The answer as given by the President is that a 
net reduction of 800,000 “cases” has been made 
since last March. Further reductions are expected 
in the spring and summer at the time of seasonal 
increases in private employment, 

Available funds for relief will last about two more 
weeks. Accordingly the House Appropriatiens Com- 
mittee immediately prepared to report a bill set- 
ting aside the 790 million dollars asked, heeding 
the President’s words: 

“We have women 


~~ children who are destitute through-no-fauit of their 


_ own Shall not be neglected.” 


‘THE President's 
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WHAT'S HAPPENING IN THE NATIONAL PARADE— 
THE WEEKS NEWS AND ITS MEANING 


« 2 


industrial war, which had riveted main 


news interest, national attention was sud- 
denly shifted to the war on crime by a tragic 
discovery. A young rabbit hunter in the State 
of Washington stumbled on a strange object, 
partly covered, in the snow. Closer inspection 
revealed the unclothed, stabbed and battered 
body of kidnaped Charles Mattson, aged 10. 


Across the nation with the news ran a shud- 
der of pity like that stirred by finding the body 
of Baby Charles Lindbergh five years ago. G- 
men and West Coast police launched an inten- 
sive manhunt for the bearded intruder who had 
crashed through a window in the Mattson home 
in Seattle two days after Christmas, carrying off 
the lad and leaving a ransom note. 

From the White House came President 
Roosevelt's expressions of sympathy and admoni- 
tions to spur the processes of justice—expressions 
reminiscent of President Hoover’s words in 1932 
charging the Federal law enforcement agencies 
to make the Lindbergh murder “a live and never- 
to-be-forgotten case, never to be relaxed until 
those criminals are implacably brought to jus- 
tice.” 


Attorney General Cum- 
CASE IN ENTIRE mings in name of the Gov- 
ernment posted a $10,000 
YEAR OF 1936 reward for apprehension 
of the Mattson kidnaper. Fresh from the press 
was Mr. Cummings’ annual report recording how 
1936 had been a year free from kidnapings, It 
had been supplemented with details supplied by 
J. Edgar Hoover, chief of the G-men, concerning 
victorious war authorities had waged on the 
“snatch racket” since the Lindbergh case led to 
enactment of the drastic Federal anti-kidnaping 
law. 


NO KIDNAPING 


When flint is struck, sparks fly. Strike friction 
at Flint, Mich., last week gave off not only sparks 
but showers of bullets, brickbats, doorknobs, nuts 
and other missles that zinged and hurtled 
through reeking tear gas clouds, 


Dreaded violence had 
broken out in the General 
BRINGS OUT THE Motors Automobile strike. 
NATIONAL GUARD = The melee sent 27 persons 
to hospitals. To the scene Gov. Frank Murphy 
rushed 2,000 National Guardsmen. While union 
chiefs and company officials bandied charges and 
denials, Federal and State conciliators intensified 
their mediation efforts. 


STRIKE BATTLE 


Unsympathetic labor elements, not affiliated 
with the United Automobile Workers’ union, be- 
gan to be assertive. At Detroit, Saginaw and 
Flint 16,000 employes paraded and protested 
against enforced idleness and wired President 
Roosevelt asking his intervention. Some A. F. 
of L. union leaders, antagonistic to John L. 
Lewis's CIO, also issued statements hostile to the 
strike. But it continued to spread till more than 
114,000 workers were idle. 


Then a rift in the storm clouds. Governor Mur- 
phy after an all-day Thursday conference induced 
company and union chiefs to agree to a truce. 
Sit-down strikers were to march out of the 
plants Monday morning, Jan, 18, with assurance 
the company would make no attempt to resume 
manufacturing operations during general nego- 
tiations for a settlement. (See “Uncle Sam’s 
News Reel on Page 8, “Labor” on Page 15, and 
“Trend of American Business,” Page 14, for fur- 
ther discussion of strikes.) 


Uncle Sam as the na- 
tion’s biggest employer of 
IN A MARCH labor bad his jai last 
ON WASHINGTON week when in addition to 
seamen demonstrators, two thousand members of 
the WPA workers’ union marched to Washing- 
ton to demand that the President add a quarter 
billion dollars to the $790,000,000 deficiency ap- 
propriation he has recommended to finance relief 
for the next six months. 


WPA WORKERS 


In various other places signs of labor unrest 
continued. At Reading, Pa., Socialist Mayor J. 
Henry Stump received a petition from 6,000 
citizens demanding that he end “vandalism” in 
connection with a long-drawn-out textile strike. 
“Paint bombs” and stones had damaged 250 
homes, autos had been wrecked, “law-abiding 
citizens cruelly assaulted and injured,” the peti- 
tioners complained. 

A fortnight ago the Supreme Court declared 
unconstitutional portions of Oregon’s criminal 
syndicalism law against revolutionary activities, 
which had been used against a communist meet- 
ing. Last week Kentucky’s criminal syndicalism 
law was invoked—not against “reds” but against 
so-called “black-legs.” Night-riding vigilante 
bands of Kentucky mountaineers, who wear black 
hoods and proceed on flogging expeditions against 
neighbors suspected of wrongdoing, were targets 
of indictments returned at Prestonburg, Ky., 
against 30 alleged offenders. 


Other Kentuckians, like 
the old-time prospectors, 
HOARD OF GOLD could point in the direc- 
IN KENTUCKY tion of Fort Knox last 
week and proclaim, “There’s gold in them thar 
hills!” Like the Incas of Peru who stored their 
hoards in treasure houses, Uncle Sam has built 
a national strong box for his gold. Far more 
rugged than the Incas’ treasure houses, which 
were easily raided by Spanish conquistadors, the 
American gold vault, moat-surrounded and with 
massive steel walls three feet thick, will be safe 
against all human attack. Gold beyond the 
dreams of Croesus and the producing power of 
the magical Midas began pouring into the vault 
last week, as first shipment of $200,000,000 worth 
of gold bars was made in a heavily guarded train, 
Eventually between four and six billion dollars’ 


WORLD’S GREATEST 


worth of bullion will be stowed in the impregna- 


ble cache. (See “Money” on page 17 for detailed - 


+ discussion of Government’s plans to store its 


gold). 

While the Government guards its gold against 
perils that might threaten it, including war, the 
war peril received additional attention last week 
as Congressmen discussed the shape they think 
the renewed neutrality act should take. Govern- 
ment intention was manifested to discourage en- 
listment activities of Spanish Loyalist sympa- 
thizers in New York. And when a pair of Ameri- 
can aviators, Bert Acosta and Gordon Berry, who 
had been flying in the Loyalist army, returned to 
their native shores last week, they were sum- 
moned to appear before a Federal grand jury in 
connection with possible violations of U. S, legis- 
lation against foreign enlistments that carries 
penalties up to three years’ imprisonment. 

But more than violence, crime and war perils, 
the age-old enemy, disease, last week caused 
widespread American worry and bereavement as 
physicians flung themselves into a fight against 
the worst flu and pneumonia epidemic since the 
World War. 


In the field of the arts 
while District of Colum- 
IN THE STATE bia art circles continue to 
OF MISSOURI enthuse about Andrew W. 
Mellon’s announced gift of $50,000,000 worth of 
paintings and sculpture to the nation, in more 
critical and caustic mood are some of the art 
savants at the Capital City of Missouri. Posed by 
them was the question: Did Muralist Thomas H. 
Benton use $2,751 worth of eggs in painting new 
murals to adorn the State Capitol lounge? The 
artist denies the “eggstravagance.” Says he, only 
35 dozen eggs went into his paints, at a trifling 
cost of $10.50. 

Some legislators in the “Show Me” State criti- 
cize the capitol art as too costly. The murals pre- 
sent characters and scenes from Missouri history. 
One portrays Kansas City’s Democratic “Boss” 
T. J. Penderrgast smoking a cigarette, Smoke and 
fire lately stirred up in vicinity of the Pendergast 
political machine, however, has had more than 
tobacco for fuel, as investigation of alleged vote 
frauds in the last Missouri election led to more 
than 30 indictments. | 


ART AND POLITICS 


Sundry other State capitols continued to echo 
governors’ inaugural speeches last week—and 
some farewell addresses, too. Out of office at 
Topeka, Kans., and into private life stepped Gov. 
Alfred Mossman Landon, declaring, “The appli- 
cation of sound business practices to government 
during a period of great economic and social un- 
rest has been an achievement in which we in 
Kansas may well take pride.” 

But so far as the national ear was concerned, 
his valedictory words were all but drowned out 
by the hammer-whacks of an army of busy car- 
penters driving the last nails into the far-flung 


grandstands reared at Washington for the gala 
day of President Roosevelt’s inauguration. 


= 


son, James * 


The President’s contact work in + 


in the event of governmental reor- + privately that some of the Amer- 


Roosevelt, will take over many 
of the duties of Charles West, who 
has been the White House contact 
man in Congress, leaving West to 
devote more time to the Depart- 
ment of Interior, of which he is 
undersecretary. 


The Treasury Department is look- 
ing for some way to pull out of 
the silver buying program that 
will not offend Congressmen from 
silver producing states. 


* * 


A decision has been reached to 
keep Madame Perkins as Secretary 
of Labor, giving her Department 
the old age insurance and unem- 
ployment “insurance features of 
the Social Security program, while 
placing Harry Hopkins in the 
prospective new job of Secretary 


+. of Secial. Welfare, with old age 


“pensions, relief and public health 
“activities. 


Congress on his reorganization 
plan has been inept, causing some 
hard feelings at the start of a dif- 
ficult piece of negotiation. 

One important official of the AAA 
actually is prohibited from ta/k- 
ing with himself as a resu't of an 
executive order against conversa- 
tions by Department of Agricul- 
ture officials with officials of pri- 
vate corporations doing business 
with the Government. 


* * 


The Social Security Board is get- 
ting set for an avalanche of Jegal 
attacks on all points of the new 
unemployment insurance and old 
age insurance plans. Tax collec- 
tion time at the end of this month 
and next month is expected to be 
the signal for litigation. 


Two men stated 
| assistants to President Roosevelt 


ganization are Tom Corcoran of 
the RFC and Ben Cohen, of the 
PWA, who now rerform confiden- 
cial work for the President. 


* Xx 


Word is being passed on Capitol 
Hill that a drive is to be made to 
obtain consideration of a constitu- 
tional amendment to enable Con- 
gress to regulate minimum wages 
and hours despite the President's 
opposition to such a measure at 
this time. Members sponsoring 
the move are backed by important 
labor interests. 


x * 
Secret plans again are being made 
within the Administration to abol- 
ish the office of the Comptroller of 
the Currency. Officials backing 


the move say its functions could 
be handled effectively by other 


agencies, 


* * 


ican aviators who volunteered for 
service in Spain seriously misrep- 
resented their plans when they ap- 
plied for passports. 


*x* * 


The compromise between the 
Food and Drug Administration 
and the Federal Trade Commis- 
sion whereby the former i.gency 
is given control over advertising 
in the provisions set up by the 
new food and drug bill opens the 
way to enactment of the measure. 
Dispute over which agency should 
control advertising caused the de- 
feat of the bill introduced at the 
last session. 


* * 


It is reported that the Pan-A mer- 
ican neutrality treaty which 
emerged from the recent sessions 
at Buenos Aires is regarded with 
little favor in the Senate. As 
finally drafted the document sets 


_|. Up no effective machinery. for en- 
_ State Department egofficials say. 


forcement of strict neutrality. . 


Underwood & Underwood 


—Wide World, 

SAFETY IN THE SKIES 
Senator Royal S. Copeland (right), chairman of a 
special Senate committee which investigated airway 
accidents last year, takes Federal air commerce offi- 
cials to task for several disastrous plane crashes dur- 


ing the past few months. He promises a committee 

recommendation of $10,000,000 for additional Federal 

aids to air navigation. Meanwhile Assistant Secre- 

tary of Commerce J. Monroe Johnson (left) reveals 

more drastic regulations for airway commerce have 
been sent to operators for study. 


«3 


Speeding the Campaign 
For Safety in Aviation 


Echoes of latest air crash—Death toll 
at a new high—Spur to greater Fed- 
eral control. 


NE more fatal crash of an airliner has brought 
reverberations throughout every agency of the 
Government to which safety in the air is a concern. 
The wreck took place on the fog-shrouded foothills 
of the Sierra mountains near Burbank, Calif., bring- 
ing death to two of the twelve passengers. 


One of -the dead was Martin Johnson, explorer, 
who had long flown his own plane over the moun- 
tains and jungles of Africa. 


His death recalls the fate of two other famous 
persons who have perished on regular transport 
planes in this country. One was Knute Rockne, 
football coach, who was killed on March 31, 1931, 
The other was Senator Bronson 8. Cutting (Dem.), 
of New Mexico, who perished on May 6, 1935. 


It was Senator Cutting’s death which led to set- 
ting up a committee of inquiry in the Senate to 
investigate the causes of air accidents and what 
could be done about them. 


DEATH TOLL OF AIR LINES 


Senator Royal S. Copeland (Dem.), of New York, 
chairman of this committee, called it together last 
week and found this record before it. The last two 
weeks of 1935 had seen four air crashes involving 
27 deaths. For the entire year of 1935 the death toll 
in the air transport industry had been 67, the high- 
est for any year in the air history of America. 


Senator Copeland’s committee had recommended 
last year a reorganization of the Bureau of Air 
Commerce. It asked also the removal of the present 
Chief of the Bureau, Eugene L. Vidal, who was de- 
clared to be not sufficiently vigorous in enforcing 
Safety regulations on the air transport companies. 

No such reorganization has taken place, and Sen- 
ator Copeland complained that there had been a 
lack of sympathy from the “higher ups.” 


Confronted by this criticism, Secretary of Com- 
merce Roper, who supervises the Bureau of Air Com- 
merce, declared that none of the recent crashes 
could be attributd to the Bureau’s failure to en- 
force safety rules. In particular he stated that the 
radio directional beams, criticized in some quarters, 
had been operating perfectly at the time of all the 
accidents. 


NEW MEASURES FOR SAFETY 


What, then, could be done for the future? 

Secretary Roper had already laid plans for a con- 
ference of officials, transport companies and others 
interested in the problem. This was postponed un- 
til a report could be obtained on the most recent 
disaster. 


Meanwhile the Bureau sent out a set of more dras- 
tic safety rules to be observed by operators. These 
are not yet mandatory, but are to be made the basis 
for discussion before final ones are promulgated. 

Senator Copeland’s contribution was to urge the 
appropriation of an additional $10,000,000 yearly to 
be spent on improved weather forecasting service 
and other means of safeguarding life in the air. 

But the Weather Bureau already had its own 
plans ready to put into immediate operation. Three 
days after the crash, reports began to be collected 
from 100 aditional stations. These are off-the-air- 
way stations in all parts of the country. They send 
in reports four times each 24 hours, and these re- 
ports are sent by radio and teletype to all weather 
bureaus and over the entire airway weather system. 


VALUE OF WEATHER SERVICE 


The importance of the weather service is empha- 
sized by the fact that three of the last four disasters 
took place under unfavorable weather conditions, 
The Government, however, has not the authority to 
order planes grounded on account of bad weather 
conditions. Its power to keep planes from the air 
can be used only when technical safeguards are not 
complied with. One of the questions to come before 
Mr. Roper’s proposed conference is whether that 
power should be extended to cover exigencies of the 
weather. 

A more drastic attack on the problem was pro- 
posed by Senator Pat McCarran (Dem.), of 
Nevada, who introduced a bill which would transfer 
control of interstate air commerce to the Interstate 
Commerce Commission. Such a measure would 
abolish the need of the Bureau of Air Commerce. 

The bill provides for licensing of all commercial 
pilots, mechanics and despatchers, and the regis- 
tration and licensing of all aircraft and airplane 
engines. The Commission would be empowered also 
to prescribe safety regulations and fix minimum 


standards of safety appliances and instruments, 
Annual inspection—of- 


be required, carried out by Government experts. 
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A LOOK AHEAD 
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[Continued from Page 1.) 


is said to suspect that President's 
zeal for reform is cooling, basing 
his suspicion on latter’s attitude 
toward Supreme Court and a 
constitutional amendment. 


Also knows Mr. Roosevelt’s 
deep interest is in preventing a 
check to the recovery movement 
which might come with pro- 
longed strikes in basic industries. 


President on his part is re- 
ported to believe Lewis is too 
impetuous, wonders about lat- 
ter’s plans for throwing labor in- 
to politics on a mass basis. This 
does not mean Administration 
has lost any of its friendliness to 
labor, merely that President does 


MEANING OF REORGANIZATION PLAN: 


PRESIDENT AS A "GENERAL MANAGER’ 


RESIDENT ROOSEVELT now has 

tried for nearly four years to 
make the administrative machinery 
of the Federal Government run the 
way he wants it to run. 

As President, his task was to ap- 
ply policies approved by Congress— 
money policies, banking policies, 
spending policies, trade policies. But 
he was not long in discovering that 
one part of the government he 
thought he ran insisted on doing 
things to counteract what he had 
ordered another department to do. 

Federal Reserve Board policy 
clashed with Treasury policy. White 
House ideas on trade policy clashed 
with Federal Trade Commission 
ideas on the same subject. Presiden- 
tial views on transportation prob- 
lems, radio problems, other prob- 
lems, meant relatively little to the 
independent boards and commis- 
Sions already dealing with those 
problems. 

More than that. 

The President needed men in large 
numbers during the crisis years, but 


his message to Congress: 

“In these troubled years of world 
history, a self-government cannot 
long survive unless that government 
is an effective and efficient agency to 
serve mankind and carry out the 
will of the nation. A government 
without good management is a 
house builded on sand.” 


HOUSE BUILDED ON SAND 

How would the President’s com- 
mittee go about getting the effi- 
ciency that it considers essential to 
a continuance of the Democratic 
form of government in a world that 
imposes more and more tasks on gov- 
ernment? In a sentence the an- 
swer is: Through centralization of 
power in the executive, 

The authors of the report, and the 
President himself, envision a Fed- 
eral Government that can quickly 
be wheeled into action to break a 
depression through a wnified pro- 
gram of money controls, spending 
programs, and industrial controls, 
or that can just as quickly be 
wheeled into action to prevent a 


protecting the people against un- 
employment and old age, of regu- 
lating business, controlling agricul- 
ture, guiding foreign trade, curbing 
Speculation and managing money, 
must depend on the ability and in- 
telligence of the men who operate 
the government machinery, 


MAKING SERVICE ATTRACTIVE 

If the Government is to do those 
things—and the people voted in 
1932, 1934 and 1936 to have them 
done—then, the President feels, he 
must have facilities for attracting 
and holding competent personnel. 
His committee does not feel that 
the existing Civil Service Commis- 
Sion, operating under a law en- 
acted in 1883, provides those fa- 
cilities, 


So he is asking Congress to create 
a United States Civil Service Ad- 
ministration, headed by an ad- 
ministrator who will be responsible 
to the President, but who will func- 
tion under a non-partisan Civil 
Service Board. The idea is to bring 


TITLE REG. U. 8. PATENT OFFICE 


What Are They? 


The United States News believes it 
has developed something distinctive 
in the Newsgram—a unique form 
of article meeting the needs of the 
Bitsy reader who wants not a super- 
ficial smattering of loosely knit 
facts but something penetrating 
and informative. 


a comprehensive presentation of 
essential news facts. It correlates 
those essentials simply and fur- 
nishes the background for an un- 
derstanding of their real meaning. 


Like the Pictogram which appears 
on Page One, the Newsgram is an 
invention of The United States 
News. The word “Newsgram” has 
been registered in the United 
States Patent Office and is the ex- 
clusive property of The United 
States News. 


The Newsgram is not just a sum- 
mary of happenings nor is it just 
an abbreviation of a lot of material 
in a small space. 


The Newsgram in its best form is 


Civil Service machinery creaked and problems of personnel under the 
not intend to take dictation from groaned and was unable to supply | 00m by credit controls, spending | wing of the White House to insure i véiic ies tied & tart 
Lewis group—or any other group. | the need quickly, leading to the use controls, and other Government | cooperation in supplying Govern- * bi ? ie 
| of patronage. controls. ment needs for men. don’t blame the weather! You 


Vital decisions are impending 
on Government power policy. In- 
dications are that these decisions 
will not be pleasing to utility 
companies. President is deter- 
mined to push ahead with St. 
Lawrence waterway treaty, tieing 
in also a deal with Canada on 
power development at Niagara 
under Government control. 


Word also is being passed that 


His plans called for spending 
huge amounts of money quickly to 
prime the business pump. A com- 
troller-general—out from under ex- 
ecutive control—imposed rules and 
red-tape that, in the President’s 
opinion, nearly wrecked his whole 
plan. 


SWAMPED BY DETAILS 


As experiment , followed experi- 


ment and the Federal Government 


thumbs are turned down on idea | 


of a power pool in the Tennessee 
valley unless utilities are willing 
of 


dominance control 


policies. 


over 


Dr. Tugwell, leaving Govern- 
ment service, finds his views pre- 
vailing in Government farm pol- 
icy. Secretary Wallace is ready 
to go ahead on Tugwell plan of 
having Government use its re- 
sources to help the country’s 
marginal farmers. 


Means taxpayers will continue 
to provide funds for use in sub- 
sidizing half a million or a mil- 
lion tenant families—the poorest 
ones—while those higher up the 
scale will continue to scratch for 
themselves. 


Plans are shaping up for event- 
ual changes in Social Security 
Act. No sweeping amendments 
likely at present session of Con- 
gress, pending Supreme Court test 
of principles and practical trial 
of existing methods. 


Future probabilities: Keeping 
pay roll taxes for old age insur- 
ance at 1 per cent for employes, 
1 per cent for employers; use of 
general taxes to provide addi- 
tional needed funds; building of 
reserves of not more than ten or 
twelve billion dollars, instead of 
47 billions; broadening of a plan 
to include nearly all workers, in- 
stead of about half as at present. 

Break in opposition of utility 
holding companies to registra- 
tion with the SEC is predicted 
by some commission officials, 


pushed into more and more fields, 
administrative details and adminis- 
trative problems swamped the White 
House, making efficient, effective 


| administration increasingly difficult. 
to give the government agencies | 


building the 


So Mr. Roosevelt one year ago set 
a committee of experts on govern- 
ment to work developing a plan for 
reorganiing the Federal machin- 
ery. 


That committee made public its 


THE PRESIDENT’S AIDES 

To get that result, vital changes 
are called for in the existing frame- 
work of the Federal Government. 

For example: 

First—No single Individual in the 
White House can keep in touch with 
the activities of 850,000 employes 
engaged in a range of activities ex- 
tending from killing chinch bugs to 
determining the basic fiscal policies 
of a nation. 

So the plan calls for the Presi- 
dent to be provided with a number 
of executive assistants who will do 
leg work for him—undertaking re- 
search on which decisions are to be 
based, keeping an eye on depart- 


' ments to see that orders are carried 


report on January 12 and President © 


Roosevelt on that day sent the re- 
port to Congress with a message 
urging approval of this plan for re- 
executive establish- 
ment. The report immediately was 
seen to be sweeping in its proposals; 
revolutionary in its implications. 
(The President’s message and the 
White House summary of the report 
are printed in full text on Page 10.) 

Called for was a stream-lined na- 
tional government, heading up to a 
President with the powers of a Gen- 
eral Manager of the United States, 
possessed of an authority that would 
make the entire administrative ma- 
chinery of the Federal establish- 
ment responsive to his decisions and 
wishes. 

“Nothing can continue without 


out, helping to coordinate activities 
of departments. 

These men, the report says, should 
have a “passion for anonymity,” 


making no speeches, giving no in- 


terviews, issuing no orders. The 
place now is filled in part by men 
such as Tom Corcoran, who is on 


_ the RFC pay roll; Ben Cohen, who 
_ is on the PWA pay roll, and Charles 


West, who is Under Secretary of the 

Interior. The new assistants might 

even live at the White House. 
Some critics are describing this 


_ plan as “fantastic,” on the ground 


good management, not even Democ- | 


racy,” said the President’s commit- 
tee in setting the theme of its re- 
port. 

And President Roosevelt said in 


but denied in utility quarters. 
Commissioners are saying advan- 
tages which registered companies 
have over unregistered ones when 
it comes to financing will be 
deciding factor. 


Another rise in reserve require- 
ments of Federal Reserve mem- 
ber banks are likely, probably 
early in February. Indications 
are that increase will not be the 
full 331-3 per cent allowed by 
law. 


ae Untied fens 


TITLE REGISTERED U. 8. PATENT OFFICE 
(Formerly THe Unirep Srates DAILy) 


Published once a week by United States News Publishing Corporation, 
Washington, D. C. 


of the forty-eight States. 


f Naess purpose of The United States News. is to present a comprehensive 
analysis of the activities of the Government of the United States in 
all its branches—Legislative—Executive and Judicial—and of the governments 


Executive Offices: The United States News Building, Washington, D. C. 
Twenty-second and M Streets, N. W. Telephone: DIstrict 4900 


that the assistants might outrank 
Cabinet officers and would be the 
object of all varieties of official snip- 
ing. But others assert that the idea 
already has been applied with excel- 
lent effect in some State govern- 
ments and has been applied by Mr. 
Roosevelt indirectly through his de- 
pendence on young aides who were 
paid by other departments. 
Second.—Success of any govern- 
ment that undertakes the job of 


Then, to attract and hold work- 
ers, all Government jobs—except 
those few filled by officers who de- 
termine policy—would be placed un- 
der civil service, wages would be 
made more attractive and what now 
is a rigid system of stratified jobs, 
would be made flexible in order to 
permit advancement of qualified 
individuals. This would end nearly 
all political patronage. 


THE FINANCE SET-UP 

Third—One of the President’s 
biggest jobs is to manage the coun- 
try’s finances on an efficient basis. 

His committee on reorganization 
believes that that job cannot be 
performed as it should be performed 
with the present government set- 
up. Sweeping changes are recom- 
mended. 

Under the present plan the Presi- 
dent each year submits to Congress 
an estimate of the money that will 
be needed to carry on the govern- 


ment for the succeeding fiscal year, 


and an estimate of the probable re- 
ceipts from taxation. Congress then 
appropriates. To make sure that 
appropriations are spent in the 
manner intended, Congress created 
a Comptroller-General to audit ex- 


penditures, both before and after | 


they are made. 

That method Mr. Roosevelt ‘finds 
to be faulty, if government is to be 
efficiently managed. He proposes 
that the Director of the Bureau of 


the Budget be relieved of routine | 


duties and be set up as a specialist 
on fiscal policy and planning. The 
bureau itself would not only build 
a budget, but would police govern- 
ment departments to see that they 


_ are efficiently managed and to keep 


[Continued on Page 5.] 


can’t change that! 


But you can wake up your 
slow-firing ntotor with Mobil- 
gas...the gasoline that’s spe- 
cially made for zero weather. 
Mobilgas fires fast—starts you 
quickly—cuts down choking! 

For winter engine protec- 
tion, get Mobiloil Arctic—the 
double-range oil that lubricates 
perfectly both on cold starts 
and at high engine heats. 

Stop atthe Sign of the Flying 
Red Horse. Ask about complete 
WINTERPROOF SERVICE. 


HEADQUARTERS in the fight agains 


... the famous sign of Friendly Service. And Mobiloil Winter Gear Oil will make your gears safe and easy to shift in any weather 


INTERPROOF TODAY! 


MOBILOIL START 


twinter DRIVEevery day! With winter Mobilgas and Mobiloil Arctic your motor will be quick to start. 


Don’t give “Pink 
Tooth Brush” a change 


Soft, creamy foods are the 
enemies that rob your gums of exercise 


Change foday 


TO IPANA AND MASSAGE 


Y° may scarcely notice that first tinge 

of “pink” on your tooth brush — it 

seems so unimportant. But that small 

signal is nature’s way of warning you— 

. of guarding you against a future dental 

tragedy. Right then and there may be the 

turning point of the future health of your 

; teeth and gums. That’s why your dentist 

will tell you—“Gum troubles call for im- 
mediate attention!” 

“Pink tooth brush” is a distress signal 
~and only a distress signal. But when 
you see it—see your dentist. You are 
probably not in for serious trouble—but 
let your dentist decide. Usually, however, 
it only means gums that have grown ten- 
der from our modern soft food menus... 


gums that need more exercise and...as 
many dentists so often advise... gums 
that need the help of Ipana and massage. 
Ipana with massage is also helpful in 
promoting healthy gums—as well as keep- 
ing teeth sparkling white. Rub a little 
extra Ipana on your gums when you 
brush your teeth. Lazy gums awaken, 
Circulation strengthens flabby tissues — 
your mouth becomes healthier, more 
able to resist serious dental trouble. 
Change to Ipana and massage—today. ® 
Since Ipana has the approval of so many 
dentists, why not play safe...schedule 
yourself for this modern dental health 
routine. Help your gums back to normal, 
_and keep your smile brilliant and white. 
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Power in Committees: 


Minority Bloc Rebuff 


ISSATISFACTION with the way 
Democratic Congress leadership 
has handled the majority party’s New 
Deal allies of the Progressive bloc 
simmered to the surface last week. 
Third party members made a brisk 
but unsuccessful drive for fuller rec- 
ognition in the important committee 
work of the House, during debate on 
the resolution fixing membership of 
the 45 House standing committees. 


The seven Wisconsin Progressives and five Min- 
nesota Farmer-Laborites in the House have form- 
ally entered into a coalition and demand recogni- 
tion as a minority party. As their floor leader, 
Representative Gerald J. Boileau (Prog.), of Wau- 
sau. Wis. carried their demands into the debate 
on committee assignments. The Progressive-Farm- 
er-Labor bloc claimed consideration from the Dem- 
ocrats especially on the ground that they had sup- 
ported the President in Congress and that in the 
last election their candidates had been elected with 
New Deal approval and indorsement. But in op- 
position to the resolution at close of debate they 
were able to muster only 10 votes, against the 235 
ayes which passed it. 

The debate was in part as follows: 

MR. BOILEAU: Mr. Speaker, I ask for recogni- 
tion in opposition to the resolution. . . . We, the 
Farmer-Labor and Progressive Members, are en- 
tirely dissatisfied with the treatment accorded us. 
... We... number 13, and we demand that we be 
considered for all intents and purposes a minority 
group.... 

MR. McCORMACK (Dem.), of Boston, Mass: 
Does the gentleman claim that the Progressives in 
this House are a national minority party? 

MR. BOILEAU: I may say to the gentleman from 
Massachusetts that neither he nor any other Demo- 
crat, so far as I can recollect, raised that question 


last November in Wisconsin and Minnesota. ...I 


will say to the gentleman that there is a liberal 
movement in this country that may, in not so many 
years, have some of you coming to us for assign- 
ments. ... 

MR. DOUGHTON (Dem.), of Laurel Springs, N. C.: 
The gentleman was given an opportunity to express 
his views before we ever began the hearings. 

MR. BOILEAU: I wish to say we had an oppor- 
tunity to appear before the committee, but there 
never was any opportunity afforded us until after 
the committee assignments were made to suggest 
our preferences of committees. ... If we are 
to be given 12% per cent of the minority committee 
assignments on major committees, we would be en- 
titled to 10.45 or 11, as you choose. We are willing 
to have 10 at the present time and in this report 


- we have three major committee assignments. 


_If the time has come when minority Members of 
this House cannot have their fair opportunity to 
express their views in the committees of this House, 
where the real work is done, then I say to you there 
is grave danger of minority groups being suppressed 
in the future..... 


MR. WITHROW (Prog.), of LaCross, Wis.: It ‘s 
not a question of recognition of a national party, 
it is a question of dealing fairly with individual 
Members of the minority group.... 


My friends on the Democratic side of the 
aisle, you are being penalized as well as we, 
because our committee assignments at the pres- 
ent time really belong to you as a majority....We 
Progressives in this House and the Farmer-Laborites 
have supported the President of the United States 
much more consistently and just as intelligently as 
any group in the United States; and we intend to 
proceed along these same lines when we feel that 
the President is advocating principles in which we 
believe. ... 


MR. McCORMACK: The Progressive Members 
of the House, elected in Wisconsin and California 
and the Farmer-Laborites, elected in Minnesota, 
purely State parties, are not members of a national 
political party. 

This is nothing but a forerunner of an attempt to 
break down the two-party system which has stood 
in this country for many decades... . 


MR. JOHNSON (Farmer-Labor) of Minneapolis, 
Minn.: Does not the gentleman know that Demo- 
cratic groups from Washington came to Minnesota 
a year ago pleading and begging that we not file 
a national third party ticket, and now that we did 
not file a ticket, we who supported Roosevelt in 
November, 1936, are in the basement, while Republi- 
cans who fought him are in the parlor. 


MR. McCORMACK: The gentleman’s statement 
makes no difference with respect to what I said, 
that we are concerned with national political par- 
ties. 


THE SOUTH DOMINATES 


Southerners got a majority of committee chair- 
manships and dominate especially in the 15 most 
important House Committees, in which they hold 
10 chairmanships. Representatives appointed to be 
chairmen of the most important House committees 
are: 

Agriculture: Marvin Jones of Texas. 

Appropriations: Joachin O. Fernandez of Louisi- 
ana. 

Banking and Currency: Henry B. Steagall of Ala- 
bama. 

Civil Service: Robert Ramspeck of Georgia. 

Expenditures in the Executive Departments: 
John J. Cochran of Missouri. 

Flood Control: William M. Whittington of Mis- 
sissippi. 

Interstate and Foreign Commerce: Clarence F. 
Lea of California. | 

Judiciary: Hatton W. Sumners of Texas. 

Labor: William P. Connery Jr., of Massachusetts. 

Military Affairs: Lister Hill of Alabama. 

Naval Affairs: Vinson of Georgia. 

Post Office and Post Roads: James M. Meade of 
New York. 

Rivers and Harbors: Joseph J. Mansfield of Texas. 

~Rules: John J. O’Connor of New York. ve 


“Ways and Means: Robert L..Doughten. of North 


+ 


The 


THE FIRST LESSON FOR THE HOUSE OF REPRESENTATIVES “ROOKIE CLASS” 


from somebody at the head of the creek who'll be your friend for life.” 

Future classes for the new Representatives will be held from time 
to time during the session with Congress leaders acting as instructors 
in the highly complex technique of legislation. 


ITH Speaker Bankhead in the role of teacher the freshman class of 
Congressmen was given its first lesson on lawmaking. 

Lesson 1—“Answer those letters from constituents the day you get 

them. Reply first to those written in pencil on tablet paper. They come 


—Harris & Ewing 


+ 


COMING TO GRIP WITH SESSION'S FIRST PROBLEMS 


SIDE by side for four years the two independ- + and busses and marshalled them in the biggest + posals he would favor. In the past, however, 


ent-spirited Senators from the Old Domin- 
ion, Messrs. Byrd and Glass, have marched 
together, fought together, laid siege together 
against the mounting Babel battlements of New 
Deal bureaucracy. 

Last week the doughty crusaders came to a 
parting of the ways. In a flash of rhetoric, the 
peppery Senator Glass left his younger colleague 
to march, battle and besiege alone. 


By a vote of 73 to 1 the Senate overwhelmed 
Senator Byrd in the first tilt of his 1937 battle 
on bureaucracy—an attempt to block a two-year 
extension grant for lending powers of the RFC, 
which the junior Virginia Senator thought should 
be the logical initial step in consolidating New 
Deal spending agencies. 

While Congress members’ reactions to the 
President’s far-reaching administrative reorganiz- 
ation plan ran the gamut from whole-hearted ap- 
proval to emphatic criticism, Senator Byrd sup- 
plied the spearhead of open opposition. 


The President’s plan, 
largest chunk of legisla- 
ECONOMY IN tion-in-the-rough to be 
REORGANIZATION —jaid before the 75th Con- 
gress, disappointed the Virginia Senator because 
he does not think it seems calculated to effect 
the slashing economies be believes should result 
from a thoroughgoing reorganization project. As 
Governor, he put through such a reorganization 
in his own State. As chairman of the select Senate 
Committee to Investigate Executive Agencies of 
the Government, he has spoken and worked for 
a reorganization scheme in which progress to- 
ward economy, tax-slicing and budget balancing 
would be the main objective. 


EFFICIENCY VS. 


Before his committee last week Senator Byrd 
laid a partial substitute plan, dealing with con- 
solidation of lending agencies, as worked out by 
Brookings Institution investigators. But to his 
committee the President’s friends in the Senate 
made it plain they would not refer the President’s 
reorganization plan. Rather it will be referred to 
a special joint committee consisting of seven 
Senators and seven House members. Creation of 
such a committee was approved in the House 
after scattering shots in a brief debate. 


Congress mainly marked time last week while 
its committees began considering a mountainous 


-mass of new legislative proposals, with chief 


concentration on Administration expectations 
outlined in the four major messages tne Presi- 
dent thus far has delivered to the newly organ- 


ized lawmakers on Capitol Hill. 


Next to administrative 
reorganization, the per- 
ASK FOR MORE ennial problem of relief 
RELIEF MONEY loomed largest. And aug- 
uries multiplied that Mr. Roosevelt would have 
a hard time keeping WPA appropriations for 
the next six months within the $650,000,000 lim- 
its he recommended. Congressmen from six 
Western States organized a bloc to battle for a 
$200,000,000 increase in the WPA appropriation. 
Senator Homer T. Bone (Dem.) of Washing- 
ton, chairman at the first conference, warned of 
“serious trouble in the Northwest” if WPA 
funds are held to the President’s estimate. 

To the Capitol and to the White House, rein- 
forcing such demands, marched 2,000 demon- 
strating WPA workers, flaunting banners, boo- 
ing banks, singing “Solidarity Forever.” Their 


WESTERN STATES 


“union, the Workers Alliance ~ of “America, |~ 


‘SENATOR NORRIS 


pressure-group lobbying demonstration Wash- 
ington has seen since the ill-fated bonus march 
of 1932. Boosting the WPA appropriation to a 
billion was their objective. 

With Mr. Roosevelt’s strictures on the judici- 
ary ringing in their ears, it was natural that Con- 
gressmen last week should be discussing the con- 
stitutional impasse produced by judicial voiding 
of main parts of the New Deal program during 
the last two years. 


Rare have been American impeachment pro- 
ceedings—only a dozen in our history, nine of 
these involving judges. But there was one last 
year removing a Florida U. S. District Judge. 
Possibility of another during this Congress ses- 
sion materialized last week in demand of Repre- 
sentative fohn E. Rankin of Mississippi for im- 
peachment of U. S. District Judge John Gore of 
Tennessee. Although Mr. Rankin pressed for 
immediate procedure under a unanimous consent 
request, objections put the matter into hands of 
the House Judiciary Committee. 


TVA INJUNCTION The Mississippi Con- 


ressman, an ardent TVA 
AND A THREAT OF aaa imputes to 
IMPEACHMENT Judge Gore “high-hand- 
ed abuse of judicial power” in granting an in- 
junction against TVA—thereby defying a law, 
the Congressman said, upheld by Congress and 
the Supreme Court and “ratified by the people 
by a majority of 11,000,000 votes.” 

The Constitution prescribes impeachment may 
be invoked only for “high crimes and misde- 
meanors.” Political considerations have had 
some part in certain past applications of this 
remedy, however—most notably in the at- 
tempted removal of President Andrew Johnson 
by Republicans in 1868. And in first tests of 
strength of the impeachment process back at 
beginning of the last century, President Thomas 
Jefferson and his party sought to use it against 
objectionable judges who were members of the 
Federalist party. Wide application of this pro- 
cedure to the judiciary, even to Chief Justice 
John Marshall, as contemplated by Jefferson’s 
supporters, was abandoned after failure to get 
a conviction in the first most notable impeach- 
ment test case, against Supreme Court Justice 
Samuel Chase, an outspoken anti-Jeffersonian. 

Several proposals to curb Supreme Court 
powers were brought forward at the last Con- 
gress session, and others may be expected at this 
session. For suggestions of possible Court- 
curbing or Constitution-broadening procedure, 
Capitol Hill anticipates with a certain amount 
of interest the forthcoming conference headed 
by the veteran Senator George W. Norris. This 
group which solicited his leadership included 
Edwin S. Smith of the National Labor Relations 
Board; Henry T. Hunt, Interior Department 
lawyer; W. Jett Lauck, adviser to John L. Lewis 
of the Committee for Industrial Organization, 
and Morris L. Ernst, counsel for the American 
Civil Liberties Union. 


In announcing his wil- 
AS CRITIC OF lingness to accept leader- 
ship of this conference, 

SUPREME COURT the author of the “lame 
duck” amendment to the Constitution reiterated 
in somewhat mé6re direct fashion the critical 
viewpoint of the President’s message. “This Su- 


preme Court is out of touch with the .people,” de- 


clared the Nebraskan. “It has constituted a 


continuous constitutional convention, ruling on 


merits of legislation.” 


the Senator has suggested that a unanimous or 
7-to-2 vote by the Supreme Court should be re- 
quired to invalidate Federal legislation. 

Completion of routine organization of the 
House, with appointment of standing commit- 
tees early in the week, caused vigorous protests 
from the Progressive-Farmer-Labor bloc, who 
claimed the majority leaders had given them 
only a third as many assignments on important 
committees as their numerical strength entitled 
them to. (For abridged transcript of the de- 
bate, see Column 1.) 3 


Republicans on their side of the House aisle 
made no bones about reducing their slender 
strength of 88 to 86 by virtually reading out of 
their party Representatives William Lemke and 
Usher L. Burdick of North Dakota. Mr. Lem- 
ke while running for Congress on the Republi- 
can ticket last fall was simultaneously cam- 
paigning for the Presidency as candidate of the 
Union Party, with Mr. Burdick as one of his 
most active supporters. Both these Union-Re- 
publicans found themselves deprived of their 
seniority rank on House committees, being de- 
moted to the bottom along with “freshmen 
mmbers,” when Republican leaders met last 
week to draw up their list of committee assign- 
ments. Mr. Burdick in disgust promptly re- 
signed all the committee assignmnts given him. 
Mr. Lemke, who describes himself in the Con- 
gressional Directory as a “Nonpartisan, elected 
on the Republican ticket,” commented, “I’m not 
begging anything from the damned reactionary 
Republicans.” 


BELATED PENSION 


Among Senate legis- 


TO THE WIDOW OF lative acts of the week 
was belated voting of a 


AN EX-PRESIDENT 5.999 annual pension, 


such as customarily is given President’s wid- 
ows, to Mrs. Grace G. Coolidge. “I was as- 
tounded when it was brought to my atten- 
tion,” said Senator Glass, in introducing the 
resolution under suspension of the rules, “that 
such action had not been taken in behalf of Mrs. 
Coolidge four years ago, and that nothing has 
been done to provide this pension for her.” 

Proposals to which Congressmen gave 
thought while awaiting committee action on 
bills included projects to strengthen neutrality, 
provide Federal licensing of interstate com- 
merce, ban child labor along lines suggested by 
the recent Supreme Court prison goods decision, 
promote airplane safety, and raise pay of Gov- 
ernment employes—a subject treated more fully 
elsewhere on this page. 

Of Congress committee investigations cur- 
rently going on, that of the La Follette sub-com- 
mittee investigating civil liberties violations 
drew the biggest “gallery” last week, with a 
crowd that packed the hearing room. The com- 
mittee took testimony on alleged floggings and 
other intimidation practices employed against 
radicals by police officers in Alabama. 

Demonstrating delegations of seamen, who 
“came to Washington to protest the “continuous 
discharge book” feature of the Copeland Mari- 
time Act, which they claimed employers could 
use for blacklisting purposes, were chief wit- 
nesses at a hearing of the Senate Commerce 
Committee, of which Senator Copeland (Dem.) 
of New York is chairman. 

(A full report of the week’s hearings in the 
continuing investigation into railroad financial. 


set-ups being gonducted by Senator Wheeler’s 
“siibcommittee of the Senate Interstate Com- | 
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Improving Pay Scales 
Of Federal Workers 


AREERS for all Federal workers— 


flood of proposed laws—Presi- 
dent’s plan. 


OW much better would the Government service 

be if it offered employes a minimum salary of 
$1,500 and a chance for advancement in a real 
career service to “top” jobs paying salaries consid- 
erably above those now paid? 

Congressmen during the next few weeks may 
have an opportunity to debate that question if 
proposals submitted last week come up for action. 

The first proposal was submitted Tuesday by 
President Roosevelt in his message transmitting 
the report of the Committee of Management on the 
reorganization of the Government. 

Senator Pat McCarran (Dem.) of Nevada, sub- 
mitted the second proposal—a bill which would 
establish a minimum pay of $1,500 and provide 
raises for all employes receiving less than $3,600. 

Senator Royal S. Copeland (Dem.), of New York, 
introduced two measures providing for improve- 
ment of retirement benefits. 


WHAT PRESIDENT ASKS 

Plans submitted by the President propose: 

Extension of the civil service upward, “outward 
and downward” to include all officials except secre- 
taries, undersecretaries and others in the highest 
positions. 

Provision for systematic transfer and advance- 
ment in the civil service. 

Increase of salaries in the most important ad- 
ministrative jobs. 

Reorganization of the management of the entire 
civil service under one administrator and creation 
of a citizen board “to serve as the watchdog of the 
system”, 

Changes suggested by the President were inter- 
preted on Capitol Hill to mean that there would be a 
complete divorcement of Congress from the super- 
vision of administrative functions as is now under- 
taken in political appointments to jobs. Also that 
the civil service would be made attractive enough 
to hold the services of officials of highest caliber. 

(The President’s message is given in full on Page 
10). 

Senator McCarran’s bill includes these provisions 
in addition to those already mentioned: 

A system of periodical increases within the sal- 
ary ranges of the classification act whereby the 
employee would be advanced once each year until 
the maximum salary for the grade is reached. 

Repeal of present methods of handling efficiency 
ratings of employes and in its place authorization 
for each department to develop its efficiency rat- 
ings subject to approval of the President. Any rat- 
ing would have to be open to inspection by the 
employe. 

Extension of the classified civil service to the 
field offices and to new agencies. 

Exclusion of certain positions such as those in 
work done by inmates of Federal institutions, from 
the minimum salary requirements. 


PENSION PROPOSALS 

Senator Copeland’s bills call for: 

Pensions for widows of veteran Government em- 
ployes who die while on the retired list. 

Additional retirement benefits for employes who 
serve long periods in the Tropics. 

Establishment of a career service would destroy 
one of the most frequently used privileges of mem- 
bers of Congress—the right to make appointments 
to non-civil service jobs. 

Each year both Representatives and Senators are 
deluged with requests for jobs. This means that 
time often must be taken from legislative duties to 
interview office seekers and sometimes to visit Gov- 
ernment offices for talks with personnel managers. 

Congress, in passing the acts setting up the Home 
Owners’ Loan Corporation, the Federal Housing Ad- 
ministration and many other emergency units, 
specified that the new agencies need not obey civil 
Service rules in hiring new employes. And as a 
result the percentage of employes outside the classi- 
fied civil service rose sharply during the past four 
years. 

But some of the more recent legislation setting 
up some of the new agencies specified that em- 
ployes must be obtained through the Civil Service 
Commission. Last summer the President issued 
an executive order placing all first, second, and 
third class postmasters under the civil service, thus 
taking an important step toward widening the 
merit system. 


EXAMPLE FOR INDUSTRY 


In support of his measure, Senator McCarran 
urged that the Government, as the largest em- 
ployer in the country, should encourage private in- 
dustry to establish better wage levels by bringing 
its own full-time workers up to a basis df “equity 
and decency, where the American standard of liv- 
ing can be maintained.” 

Compared with wages in some fields as, for ex- 
ample, in factory employment where annual wages 
average only about $1,100, Government workers 
get good pay. However, Government officials in the 
higher administrative jobs do not generally get as 
good salaries as men of similar responsibility in 
private industry. 

Last week marked the 54th anniversary of the 
passage of the first United States civil service law, 
& measure which ended the half-century reign of 
the dictum outlined by Andrew Jackson “To the 
victors belong the spoils.” The next few months 
may tell whether or not it also marked the start 
of a successful effort to place the whole Federal 
Government service on a career basis. 


Status of Bills in Congress 


S. 591, granting annual pension of $5,000 to Grace C. 
Coolidge, widow of President Coolidge. President ap- 
proved Jan, 14. 

S. 415, providing for continuation of functions of the 
RFC. Passed Senate Jan. 15. 

S. 721, Borah, to. provide for licensing of corporations 
engaged in interstate or foreign commerce. Introduced 
Jan. 14, ~ 


1923, — 


brought them to Washington in special trains Mr. Norris did not say what specific pro- ' merce Committee is presented on’Page 16.) ~ 
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The United States News 


—Underwood & Underwood 


JAMES H. RAND, JR. 


bus 


James H. Rand, Jr. 


President, Remington Rand Inc., 


answers: 


N MY opinion workers should use 

great care in the selection of a 
collective bargaining unit to repre- 
sent them in industrial disputes. 


TITLE REG. APPLIED FOR U. &. PATENT OFFICE 


geous it may be to the bulk of in- 
dustrial labor, There are thousands 
of forgotten men in_ industrial 
treaties who are not only forgotten 
but ignored. 

Laymen who attempt to pass upon 
Matters of court jurisdiction invite 
trouble. However, it is my feeling 


| from a common sense point of view 


that sit-down strikers are trespass- 
ing upon private property. 

It is axiomatic that men who are 
emotionally stirred up by their real 
or fancied wrongs are not particu- 
lar in their choice of weapons. I 
think that even the most radical of 
the union leaders will concede that 


_ Sit-down strikers are unlawful. 


John P. Frey 


President, Metal Trades Depart- 


WHAT FORM SHOULD COLLECTIVE BARGAINING 
TAKE BETWEEN WORKERS AND EMPLOYERS? 


any given plant or division? 
mandatory on the 


ing in case of dispute? 


WHAT shall be the unit of collective bargain- 
ing — all the workers in one industry, the 
workers in each particular craft, or workers in 


Shall the Wagner Act be amended to make it 
National Labor 
Board to select the unit for collective bargain- 


Are “sit-down” strikes legal or illegal? 
These are the issues behind the automobile 


Relations 


strike, behind other industrial disputes, behind 
the impasse between labor leaders and employer 
associations, behind the criss-crossing of labor 
unions’ own policies. 

To clarify, define and provide a clue as to what 
labor’s and capital’s policy-makers themselves are 
thinking, The United States News has asked 
representative leaders for their answers to the 
questions listed above. 

Their expressions are presented on this page. 


and the entire mechanical staff 
would be the ones to decide the 
question. 

Contrasted to this is the practice 


adjust the question, the question is 
automatically referred to the build- 
ing trades and the metal trades 


some causes for apprehension, there 
is no present organized movement to 
have the Wagner Act amended. 


Philip Murray 


international Vice President, 
United Mine Workers of America, 
and Chairman Steel Workers’ 
Organizing Committee, 


answers: 


| response to your set of ques- 
tions, I beg to advise as follows: 
Workers organize into unions for 
the purpose of collective bargain- 
ing to meet the economic power and 
strength of the employers. 


The development of the mass 
production industries makes it es- 


sential that the employees of such | 
industries organize into* industrial 
the | 


unions which would have 
strength and power to deal on an 
equal plane with the giant corpora- 
tions. 


It is obvious that the true eco- 


nomic position of employees in col- | economic weapons which have been 


lective bargaining would not be re- 


flected through the number ofcraft | 


unions which theoretically would 
have jurisdiction over the em- 
ployes in the mass production in- 
dustries. 


—Underwood & Underwood 
PHILIP MURRAY 


have a strong legal basis. The right 
to strike on the part of the em- 
ployees is beyond question. The 


_ permitted to employees to imple- 


ment a strike—such as picketing, 
boycott, etc., have been allowed in 
order to equalize the bargaining 
positions of employer and employee. 


When the worker accepts a collec- ment, American Federation of | of federation as applied by the departments and the chief execu- If decisions of the National Labor The test of legality for any such 
tive bargaining agency he relin- Labor, : | American Federation of Labor. All tive of the corporation. : Relations Board were such as to Where the employers further com~- | economic weapon is not injury to 
quishes his right to negotiate on his | of the metal workers’ international As the hod carriers’ and common | push the long-established unions | bine into trade associations, such | the employer. 
own behalf and in his own interest @NSWEFPS: unions, in the building trades as | laborers’ union is affiliated with | ™% the background, or which | 4S the American Iron and Steel In- All economic struggles — though 
as an individual. " well as in the purely manufacturing | porn departments, it follows that in | °°™inS!¥ establish jurisdictional stitute, in such industries the em- | unquestionably legal in the weapons 


It seems clear then that no 
stereotyped form of union, whether 
it be a trade craft or industrial 
set-up, can faithfully serve the in- 
terests of all groups faced with 
definite and peculiar problems and 
conditions. 

There are many times when the 
interests of all the workers in any 
given industry will not run parallel 
so that their needs cannot be served 
by a vertical organization. Neither 
are the interests of trade and craft 
groups always in complete harmony 
with other classes of workers. 

Possibly the best type of collective 
bargaining agency is that which can 
mediate and intercede for local or 
regional groups who share common 
problems, interests and conditions. 

I believe that many curreni prob- 
lems could be solved by a conscien- 
tious attempt on the part of the 
representatives of labor and man- 
agement to meet on a common 
eround of mutual benefit with tne 
definite objective of setting up some 
sort of flexible bargaining machin- 
ery that will take into account the 
no less real needs of 
minor groups or even individuals. 


Any legislative mandate that dele- 
gates power of selection of collec- 
tive bargaining units to any board 
or commission should not preclude 
the constitutional rights of free men 
to select their own representatives 
without legislative coercion. 

It is amply evident that mass ar- 
bitration can and does work intol- 
erable injustices and hardships upon 
isolated units, however advanta- 
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which 


|(XPERIENCE has shown the fail- 
ure of a collective bargaining unit 
represents all of the em- 


_ ployes in the plant who are members 


of one union. 

The same difficulties arise as 
would develop in a newspaper plant 
if everyone, from the newsboys and 
the mailers to the editorial room, 
were members of one union. It be- 
comes essential, because of the di- 


versity and character of skill and 


| experience required, 


for the re- 


_ porters, newswriters and desk men 
_ to deal with their problems as em- 


ployes on questions in which the 
other groups could have no adequate 


| understanding. 


Furthermore, if the editorial and 


| news staffs were compelled to submit 


technical 


questions affecting 


| their interests to the determination 


of the other members of the one 
big union, the newsboys and mailers 


industries, are members of the 
Metal Trade Department of the 
American Federation of Labor, with 


the exception of the Amalgamated 
Iron, Steel and Tin Workers. It is 


the policy of these international 
unions to negotiate agreements, 


through the Metal Trades Depart- 


ment, with some of the largest cor- 
porations in the country. 


These agreements set up a local 


' metal trades council in the employ- 


ers’ plants, in which the members 
of every union take part. In turn, 
the council appoints a committee 
on industrial relations. When the 
members of a local union are un- 
able to satisfactorily adjust a ques- 
tion which has arisen, the question 


_is referred to this committee, to 
| take up the question with the local 
Management. 


Should failure attend efforts to 


the manufacturing industries this 
type of agreement covers every em- 
ploye from the so-called common 
laborer to the technical engineers 
and draftsmen—every employe ex- 
cept the office force. This is fed- 
erated effort, not one big union. 


This brings into play the control, 
the discipline and the experience of 
the national officers of all the unions 
affiliated with the Mctal Trades De- 
partment acting as a collective body 
through its department. 

All this is not a theory but some- 
thing that has been in practice for 
a number of years to the apparent 
Satisfaction of both the employer 
and the trade union employees. 

As to question No. 2: While sev- 
eral instances have arisen which 
have given interhational unions 


rights, an amendment to the law 
might become necessary. There are 
no reasons for believing that the 
necessity will arise, for the one ques- 
tion of determining jurisdictional 
disputes always has remained in the 


| American Federation of Labor and 
international unions probably would | 
meet the Institute as the collective 


decline to have their jurisdictional 
disputes, or their jurisdictional 
claims or their jurisdictional rights, 
determined by anybody except the 
American Federation of Labor un- 
less in specific cases this was the 
result of mutual agreement. 

And such mutual agreements 
would not in any way interfere with 
the authority which has been vested 
in the American Federation of 
Labor and by the international 
unions which created it and main- 
tain it. 


ployes must have a trade union 
which would be the collective bar- 
gaining agency on an_industry- 
wide basis. The American Iron and 
Steel Institute sets the labor policy 
for the steel industry on a nation- 
wide basis. The steel workers there- 
fore insist that their union shall 


bargaining agency for the entire 
steel industry. 


I understand that the National 
Labor Disputes Act at present pro- 
vides that the Labor Board may 
select the unit for collective bar- 
gaining. I do not see how this can 
be amended. The Board in exer- 
cising its discretion must give heed 
to the factors which I have just 
outlined. 

I have been advised by legal 
counsel that the sit-down strikes 


employed—result in injury to prop- 
erty rights. But the employee’s right 
to preserve his job and his living 
Standards are equally recognized. 

The economic weapon of a sit- 
down strike has a fair and equi- 
table basis. Employers know of the 
arsenals of guns and ammunition 
which the giant corporations have 
prepared for strikes. Large num- 
bers of strike breakers, armed thugs,. 
privately-paid deputy sheriffs, in- 
junction orders issued by judges 
controlled by the corporations await 
the employees who strike and at- 
tempt to picket. 

It is merely to avoid such outra- 
geous and illegal tactics on the part 
of the corporations to avoid blood- 
shed and violence that the em- 
ployees have adopted the tactic of 
a sit-down strike. 


The President's Reorganization Plan 


[Continued From Page 3.] 


the President advised of internal 


| departmental affairs. 


' the Comptroller-General. 


One of the greatest annoyances 
faced by President Roosevelt during 
the last few years has come from 
This of- 
ficer insisted upon auditing ex- 
penditures before they were made, 
thereby slowing up—and at times 
almost stopping—several of the 
President’s experiments. 

Now the President’s committee re- 
commensls an end to office of Comp- 


- troller General and the appointment 


of an Auditor General who will 


audit expenditures after they are 
made, leaving to the Treasury the 
‘task of determining whether ex- 
penditures follow the intent of Con- 
eress. 

Here will center one of the major 


| battles to be waged in Congress over 


the reorganization plan. Involved 
is the question of control over the 
Federal government purse-strings. 
The President feels that once Con- 
gress has appropriated, the execu- 
tive, in the interest of good man- 
agement, should be free to spend, 
subject to audit immediately after 
expenditure and subject to strict 
accountability. 


is egreed that the Federal govern- 
| ment administrative machinery to- 
| day is a mess. The question is what 
- to do about it. 


Effective administration | of the 


ments—a 


present governmental machine he 


_ finds to be impossible. 


The reason, the President’s com- 


| mittee on reorganization finds, is 
that more than 100 boards and 


commissions, which now are not 
directly responsible to the Presi- 


dent, can nullify his policies, balk 


his plans and slow up the whole 
machinery of government in a 
period when efficiency is impera- 
tive. | 


POWER TO THE PRESIDENT 


So it recommends, with Presi- 


_ dential concurrence, that Congress, 
_ instead of trying to reorganize the 
_ Federal government, should give to 


the President himself broad power 
to be used in revamping and reor- 
ganizing what now is a sprawling 
disarray of departments, commis- 
Sions, boards, administrations, cor- 
porations and committees. 

How would he use that power? 

Mr. Roosevelt gives a _ general 
answer. He would, first of all 
create two new government depart- 
Department of Social 
Welfare and a Department of Pub- 
lic works. At the same time he 


or Canadian Pacific: ¢ Ef. w 
, would turn the Department of the 
PHELPS, d N 
avenue. | PLAN NOT FAVORED Interior into the Department of 
Washington, D. C., | Fourth—Just about everybody Conservation. Then he would go 


_ after the multitude of independent 


: authorities, and other unattached 


boards, commissions, corporations, 
agencies and fit them all into the 
twelve major government depart- 
ments—those of State, Treasury, 
War, Justice, Post Office, Navy, Con- 
servation, Agriculture, Commerce, 
Labor, Social Welfare and Public 
Works. 

In that process, something vital 
would happen. 


TO CENTRALIZE POWER 

Commissions such as the Inter- 
state Commerce Commission or 
Boards such as the Federal Reserve 
Board of Governors, new largely in- 
dependent of the White House, 
would lose all of their administra- 
tive functions. They would become 
bureaus in one of the twelve major 
governmental departments, with 
Board members on hand solely to 
make decisions of a ‘ quasi-judicial” 
nature. 

Again, the idea would be to cen- 
tralize power and responsibility in 
the President, who then would be 
accountable to the Congress and to 


from 
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.. With the greatest of 


SLEEP LIKE A KITTEN 


THE transition is auto- 
matic. The minute you step 
aboard, EASE is in the air. 
You can’t see it, you can’t 


touch it, but you definitely 
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the people. Kew 
Would not these changes make sense it. EASE 1S what the lounge and sleep- cates an OY, t 
with authority comparable to that ing cars were designed for. EASE is what every zoe ipdtecopabe Sosa — Kt 
¥ located—a social center convenient to everything in town. This = SreciGents commutes. Ite an- of the engineer in the cab, the switchmen in the 


world famous hotel appeals to discriminating travellers who demand 
the utmost in comfort, service, and cuisine, 


swer was as follows: 
“Those who falfér at the sight 


yards, the stewards in the Tavern Cars. 


And 


of needed power are false friends 


Single rooms from $6... Double rooms from $8 .. . Suites from $12. 
ate of modern democracy. Strong ex- 


1O 


K Eandé() H 


EASE is in the minds of passengers on all 


He-ry A Post, Prasidert and Morac ng D:rector 
Fhe ‘democratic governnrent today. Our Chesapeake and Ohio air-conditioned Gory 785 
power,’ But between responsiblé “but 
FIFTH AVENUE AT FIFTY-NINTH STREET 


capable popular government and ir- 
responsible autocracy.” 


“A-L-L A-B-O-A-R-D The George Washington!” ST. LOUIS-Union Station; CHICAGO-12th Street Central Station; 


Central Station; CINCINNATI-Union Terminal; WASHINGTON-Union Station; PHILADELPHIA- Malin: 


Pennsylvania R. R. Stations; NEW YORK-Pennsylvania Station. 
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The Province of the TVA 


By ARTHUR E. MORGAN 
Chairman, Tennessee Valley Authority 


HE public of America quite generally has the 
impression that the Tennessee Valley Authority 
was given a charter with far-reaching powers to 
plan and to work out the social and economic re- 
construction of a great region. That is far from 
being the case. The TVA Act provides no such 
charter, and if it had done so, the sharp consti- 
tutional divisions between State and Federal func- 
tions might largely have nullified such provision. 
_ In two brief sections of the 
' TVA Act, the power is con- 
ferred to make studies, ex- 
periments, and demonstra- 
tions in the direction of 
social and economic plan- 
ning. Beyond that the 
powers and duties of the 
Authority are quite definitely 
prescribed. ... 

If the TVA seems to have 
more sociological implica- 
tions than certain other 
large development projects, 

, it is only because we have 
endeavored to recognize their existence and to make 
crderly provisions for their proper considera- 

We may look ahead to the time when every per- 
son by pressing a buttom may have an unlimited 
supply of mechanical energy at his command. This, 
as I say, is not just another product on the market, 
it represents one of the most fundamental revolu- 
tions in human history. The craving of men for 
release from the drudgery of manual labor demands 
that the fulfillment of that hope shall not be un- 
necessarily delayed, neither shall it be encumbered 
by manipulation and exploitation for private profit. 


One of the incidental aims of the Tennessee Val- 
ley Authority is to help bring about the time when 
electric power shall be universally available, and 
at such low rates that it can be used for a mul- 
titude of purposes, and not simply for the luxury 
of lighting homes. ... 

In the Southern Highlands there is a great over- 
supply of agricultural population. Because of this 
pressure of population men are clearing and farm- 
ing steep mountain hillsides where the soil washes 
away after three or four years’ crops, With the 
rapidly increasing population tnere can be no re- 
lief of this situation in the field of agriculture alone. 
There must be.a balancing of agriculture and in- 
dustry, so that the surplus population will find an 
outlet for its energy without the continued destruc- 
tion of these hillside lands. The TVA is making 
studies in this field, but has little legislative au- 
thorization to do effective work. (From an address 
before the American Sociological Society, Chicago.) 


A Federal Radio Station? 


By GEORGE HENRY PAYNE, 
Federal Commissioner of Communications 


\VHENa year ago I discussed the proposed Govern- 

ment short wave broadcasting stations,... I 
mentioned that certain unscruplous and misguided 
captains of industry were attempting to block the 
entire project, ...merely because at some later date 
it might be looked upon as the entering wedge for 
the government operation of all broadcasting. 


I tried to point out the absurdity of such a posi- 
tion, showing that a station of this sort would rather 
tend to allay the fears of those who have felt that 
broadcasting is in the hands | 
of a selfish minority whose 
only object is to exploit the 
public with commercial nos- 
trums for their own financial 
enrichment. 

The plans for this Pan 
American station provided as 
a definite step in the cement- 
ing of the bonds of friend- 
ship and the cultural under- 
standing between the nations on the Western 
Hemisphere, and setting up of governmental short 
wave broadcasting stations in each of the partici- 
pating countries. 

These stations were to be used in “promoting bet- 
ter understanding among the republics of the Amer- 
ican continent” ...In accordance with the plan 
that the United States was to take the lead in the 
development of this project, an Executive Order of 
the President was issued, allocating radio frequen- 
cies for a proposed station in Washington, D. C. 
The Berne Bureau was notified that these frequen- 
cies had been set aside; an engineering survey was 
made.... 

I stated then and I state now that unless con- 
Structive steps are taken by the industry itself to 
clean up some of the flagrant violations of public. 
confidence and support, Congress itself will 9x 
obliged to take an active hand in the matter. 


One of the first steps in the development of a 
national policy, particularly a policy dealing with 
our foreign friends, is the construction of a national 
broadcasting station owned and controlled solely 
by the United States. Every other nation in the 
world has such a station.... 

I am sorry to say that not only have these same 
interests continued to block the development of 
this essentially American project, but actually 
Within the last few months a vicious attempt has 
been made to take over from the Government these 
precious five frequencies which were allocated for 
this service by Executive Order of the President. 
to take them over for commercial operation on the 
specious plea that since little progress had been 
made in the development of this project by tie 
Government itself, it is now necessary for private 
interests to operate stations on the frequencies, to 
protect the use of these frequencies for the United 
States as a whole. 

I mentioned it, however, to point out the dangers 
to our American system of Government of the sort 
of insidious back-door lobbying of the type which 
led to such scandals as Teapot Dome—(From an 
address before Harvard School of Business Admin- 


MAJORITY OPINION IN FAVOR OF 


~EVEN out of the Supreme Court's nine justices arrive at the White 

House to be the guests of the President and Mrs. Roosevelt at the an- 
nual reception for the judiciary. Left photo, Mr. Chief Justice Charles 
Center photo, Mr. Justice Owen J. 


Evans Hughes with Mrs. Hughes. 


Roberts. 


—Underwood & Underwood 


WHITE HOUSE PARTY 


Roberts with Mrs. Roberts and their daughter, Miss Elizabeth Rogers 
Right photo, Mr. Justice Pierce Butler with Mrs. Butler. 
Photos being forbidden at the Executive Mansion, the pictures show 
members of the Court leaving their homes for the function. 


SIX “ASSISTANT PRESIDENTS —AND WHY 


U 


PLEAD guilty,"—That was the President's 
answer to the charges of being “unable to 
handle his responsibilities.” 

Mr. Roosevelt admitted it to Congress when 
he dropped into their midst the bomb labeled 
“Reorganization,” which exploded with a bang 
that’s still reverberating. 

Reorganization had served news writers as a 
basis for “stories” for some time. It was looked 
upon by many as an empty White House gesture 
in answer to Senator Byrd’s demand that we 
clear the Federal Government of waste, ineffi- 
ciency and general debility, the way he had 
house-cleaned the Old Dominion when he was 
Governor. But nobody took any reorganization 
plans too seriously. 


Then, on the afternoon 
FOR THE PRESS” of a sticky Monday the 

press were summoned to 
AND OFFICIALS one of those “seminars” in 
the President's office. Creaking gold chairs 
filled the room which already overfowed with 
Cabinet members, secretaries, experts and “gal- 
lery.” The Cabinet doesn’t often attend press 
conferences, 


MONDAY “SEMINAR” 


On the President's right sat Louis Brownlow, 
the Chairman of the Committee, no stranger to 
the White House, for he steered the municipal 
affairs of the District of Columbia through the 
stormy days when Washington, still a semi-pro- 
vincial city, was suddenly turned into a war- 
time world-capital. 

The President began with a sharp criticism of 
a misleading headline that had already appeared 
in a local paper and then launched into his ex- 
planation of the new plan with illustrations and 
examples as is his custom. 


The report began with 
CALLED FOR AS of the 
ite House organiza- 

WHITE HOUSE AIDES tion. Since the death of 
Woodrow Wilson the American people have 
come to realize that the President is overworked; 
that he “cannot adequately handle his responsi- 


SIX ASSISTANTS 


+ bilities’; that it isn’t humanly possible “for him 


| 


to fully carry out his constitutional duty as Chief 
Executive because he is overwhelmed with minor 
details.” And yet, says Louis Brownlow and 
his colleagues: “. . . the American Executive 
must be regarded as one of the very greatest con- 
tributions made by our Nation to the develop- 
ment of modern democracy.” Without a change 
of conditions as they exist today, the report de- 
clares, this democracy is threatened. 

One of the first recommendations and one 
which, partly because of the verve and vigor of 
the language of the report—it all reads like a 
thoughtful and interesting essay rather than a 
dry government document—was the suggestion 
for a staff of White House executive assistants. 
Men, it said, “who should be possessed of high 
competance, great physical vigor, and a passion 
for anonymity.” 

Why, the natural query arises, with a full 
Cabinet, does the President need other advisors? 
Chiefly because when a problem comes to the 
Chief Executive he must look upon it in relation 
to the Nation as a whole, not to a single Depart- 
ment. 

One of these “assistants” would take the 
problem as his assignment, it was explained, 
study every angle of it, follow all its ramifications 
which might lead into many different depart- 
ments and agencies. He would then digest the 
report, present it, make no decisions, have no 
authority. He would be, to borrow a phrase 
from newspaperdom, an extra pair of legs for 
the President. 


FACIAL EXPRESSIONS, ihe President went 
through the reorganiza- 


STUDY IN REACTION 

tion report rapidly, ex- 
OF TWO CONCERNED plaining as he went and 
tossing in a bit of spontaneous humor now and 
then. It was interesting to watch the faces of the 
Cabinet members when matters vitally affecting 
their Departments came up. Notably the mention 
of two new Departments, Welfare and Public 


+ very much as their particular “babies.” 


Works, domains which Secretary Perkins and | 


Secretary Ickes have been known to consider | the Big Parade. 


When 
Welfare was mentioned Miss Perkins began a 
rapt study of the document, looking quite as 
self-unconscious as she might have wished to 
be. On the reference to Public Works Secretary 
Ickes lit a cigarette—was it one of those reputed 
to produce nonchalance? The brand was invis- 
ible to the observers. 

Illustrating a question of appointments to cer- 
tain agencies, the President with a smile, spoke 
of the possible consequence if he should name 
Franklin, Jr., to such a post. 


Franklin, Jr., was present, waiting to journey 
southward after his illness. At mention of his 
name he looked up with surprise, and it was plain 
to see that he was remarking to his next door 
neighbor that he didn’t want the job. 

A few laughs were welcome, for the crowd was 
taxing the air-conditioning apparatus of the room 
to its utmost and by the time the President had 
finished there were not many questions. It had 
been an earful and, as the Congress which re- 
ceived it later, found, it required considerable 
contemplation before the significance of the thing 
sank in. But on thing was plain. It was as por- 
tentous a plan as any that had been promul- 
gated in that oval room. 

The first press conference of the week had been 
omitted because of the lengthy “seminar” of re- 
organization and the second was brief. No one 
expected any pronouncements that might dim the 
Inaugural address. 


As the _ unseasonable 
A PETITION week promised a chillier 
ending some 2000 march- 
AND WITHDRAWAL ers descended on Wash- 
ington to gather, orate and, in a wind that buf- 
fetted their muslin banners demanding relief jobs 
for workers, marched on the White House. A 
few were permitted to enter the Executive Offices 
and present their petition to Secretary McIntyre. 
They withdrew and marched peacefully away, 
guarded by clubless policemen and motor-cycles. 
Washingtonians turned their thoughts toward 
H. R. BAUKHAGE. 


RELIEF DEMANDS, 


+ + 


With the President Day by Day 


+ 


Monday, Jan. 11 

11 A. M.—Secretary of Interior 
‘Harold Ickes called to discuss pend- 
ing Public Works projects. 

11:15 A. M.—Representative John 
McCormack of Massachusetts and 
Mayor Mansfield of Boston invited 
the President to attend a parade on 
March 17 in celebration of the evac- 
uation of the city by the English 
and to discuss the building of a new 
City Hall. 

11:30 A. M.—Senator Joseph Guf- 
fey, of Pennsylvania. called to talk 
over legislative questions. 

12 M—Bonnerville dam: Chairman 
Frank McNinch and Vice Chairman 
Basil Manly of the Federal Power 
Commission and Morris Cooke, Ru- 
ral Electrification Administrator. 


1 P. M—Josephus Daniels, Mini- 


ster to Mexico, to pay his respects 
before returning to his post. 
3 P. M.—Cabinet Meeting. 
4 P. M—Press Conference on the 
Reorganization Report. 
Tuesday, Jan. 12 
10:45 A.M.—American Minister to 


Sweden, Laurence A. Steinhardt, 


+ undistributed profits tax. 
called to pay his respects. 11:15 A. M.—A social call from Dr. * 11:30 A. M.—Dr. Louis Robinson, 

11:15 A. M.—John G. Winant, Jose Arce, former Rector of the Uni- chairman of the Prisons Industries 
chairman of the Social Security versity of Buenos Aires. Reorganization Administration. 
Board, called to discuss its affairs. 11:20 A. M.—Flood Control in 11:45 A. M.—Smoky Mountain: 

11:30 A. M—The newly appointed Georgia: Senator George talked over Senators McKellar and Bachman of 
Senator from South Dakota, Robert the Savanna River project. Tennessee talk about local WPA. 
L. Hitchcock, was presented by his 12 M.—Secretary of Commerce 12 M.—About to depart for Eur- 
colleague Senator William J. Bulow. Roper and Chairman of the Busi- ope, Harvey Gibson, president of 

12.00 M.—‘‘The NRA, the Triple A ness Advisory Council, George the Manufacturers Trust Company 
and a number of things” were dis- Mead. and chairman of the American 
cussed with Henry I. Harriman, for- 1 P. M.—Strikes: Assistant Sec- Commission of Short Term Credi- 
mer President of the Chamber of retary of Labor, Edward McGrady, tors to Germany, talks about Ger- 
Commerce of the United States. reported on the situation in the many. 

12:30 P. M.—Possible re-opening auto and maritime industries. 12:15 P. M —Murray Latimer, 
of the St. Lawrence Waterways chairman of the Railroad Retire- 
treaty negotiations were canvassed Thurs. Jan. 14 ment Board. 
with Acting Secretary of State, R. 10:45 A. M.—Farewell: John J. 1 P. M.—Secretary Hull, back from 
Walton Moore, Frank I. Walsh, Burns, recently resigned General South America, discusses State De- 
chairman of the New York Power Counsel of the SEC. partment affairs. 

Authority, Norman Armour, Ameri- A, M.—Aviation award: the 
Schiff trophy for 1936 officially Friday, Jan. 15 
Dewey Hickerson, of the State De- handed to Lieutenani-Commander Al A. M.—Alcohol problems are 
partment. Andrew’ C. McFall, Commander of discussed by Federal Alcohol Ad- 
‘he winning Naval Training Squad- ministrator Wilford Alexander. 
Wednesday, Jan. 13 ron 8D5. 11:15 A. M—TVA: David Lil- 

11 A. M.—Reorgafization: Secre- 11:15 A. M.—Railroads: Secre- ienthal, Director of the Tennessee 
tary of Agriculture “Wallace; F. A. tary Morgenthau and ICC Chair- Valley Authority. 

Silcox, Chief of the Bureau of For- man, Carroll Miller, discuss possible (The President withadraws. to 
esiyy, and Ira N. Gabrielson, of the exemption... from). work og his Inauguraticn. Address.) 


Biological Survey. 


an. 12... 


The Voice 
of Business 


New Controls For Industry 


By JOHN C. GALL 
Associate Counsel of the National Association 
of Manufacturers 

HE first session of the 75th Congress gives every 

promise of being a long and controversial one... 
The preblems with which this session will deal 
are political rather than 
economic—political in the 
broad sense that they in- 
volve proposals far- 
reaching changes in the re- 
lation of the Federal Gov- 
ernment to the States, of 
government to industry and 
labor, and of the legislative 7am 
and executive branches of @ 
the Federal Government tog 
the courts. ; 
Specifically, the major ques- 
tions before Congress are: 

1.—Federal control of industry, including wages, 
hours and conditions of employment—essentially 
the whole question of revival of the National In- 
dustrial Recovery Act. 

2—Amendment of the Federal Constitution to 
confer upon Congress permanent authority over 
local production, manufacture, mining, agricul- 
ture and trade. 


3.—Limitation of the powers of. the Federal 
courts, particularly as to passing on validity of acts 
of Congress. 

4—Federal spending policies, 
field of direct relief. 

There is a widespread public belief that it is only 
the employers of the country who have resisted ap- 
plication of Federal authority to manufacture and 
production. Nothing could be further from the 
truth. From no source has Federal authority met 
as such resistance as from labor organizations. ... 

And in every case the contention of the union was 
the same, namely, that a strike or boycott aimed 
only at manufacture or production was local in na- 
ture and not within the reach of the Federal Gov- 
ernment under the commerce clause. This is es- 
sentially the holding of the Supreme Court in the 
Schechter, the AAA and the Guffey coal cases. . .— 
(From an address before the Associated Industries 
of Rhode Island at Providence, Jan. 11.) 


especially in the 


The New Strike Tactics 


By COL. LEONARD P. AYRES 

Vice President, the Cleveland Trust Company 
(THE labor controversies in the automobile indus- 

tries have a special significance for business be- 
cause they are a struggle for power rather than a 
series of disputes about grievances. ... Where 
production is carried on by the 
processes of progressive con- 
tinuous assembly, any small 
group of workers who will hold 
their positions in the assembly 
lines while refusing to work can 
stop the entire manufacturing 
process. This explains the ef- 
fectiveness of the _ sit-down 

At present it seems hardly 
likely that the labor conflicts 
that are in progress will be carried through to con- 
clusions in the old-fashioned way. Settlements of 
industrial disputes do not seem to be either con- 
clusive or lasting where sit-down strikes become 
the habitual recourse of employees. They are so 
easy to institute, and so effective, and require so 
little cooperation, that the unions and the labor 
leaders seem to be as little able to control them as 
are the employers. 

Until progress is made toward finding solutions 
the financial authorities at Washington will have 
little need to worry about devising means for 
checking credit expansion and for restraining the 
business boom which they have thought might be 
impending. (From Cleveland Trust Company’s 
Business Bulletin, issued Jan. 15.) 


The Railway Six-Hour Day 
By DONALD D. CONN 
Executive Vice President of the Transportation 
Association of America 

i Federal legislation is adopted forcing the so- 

called six-hour day upon the railroads of this 
country, it is tantamount to confiscation of these 
properties and Government ownership—unless ag- 
riculture and industry wish to pay $630,000,000 
more in rates simply to benefit an already privi- 
leged class of employes. If the 
Same basis of legislation is ap- 
plied to all forms of “for hire” 
transportation, it is estimated 
that shippers of the country will 
pay an added freight bill of a 
billion dollars annually. The 
Interstate Commerce Commission 
has estimated that the adoption 
of such a measure would: add 
$630,000,000 to the cost of operat- 
ing the railroads alone... . 

Such a move represents an ef- 
fort on the part of transportation labor to absorb 
such a large percentage of every dollar paid in rates 
as to leave little, if any, return upon private capi- 
tal, or to saddle the entire burden upon the ship- 
per. If the shipper refuses to pay, Government 
ownership becomes the only alternative. It should 
be recalled that all but two rail unions are now on 
record in favor of Government ownership. 

Railroad labor pay is now at its peak for all 
time—50 per cent higher than in 1916. Railroads 
earned 5.9 per cent upon their property investment 
in 1916 and only 2.51 per cent in 1936.... 

So about one million railroad workers each aver- 
aged nearly three times the income of each of 6,812,- 
350 farmers together with each of 3,949,662 members 
of their families and over four times the income 
of each of 1,645,602 hired farm hands. . Moreover, 
railroad workers. worked substantially shorter hours. 
than farmers or farm workers..—(From an address 
before National Live Stock Association at El Paso, 
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()PTIMISM Amid the War 
Scares.—Cracking Down on 

Volunteers to Spain. — The 

Super-super-dreadnaughts. 


Germans moving into Morocco. 
Great Britain and France ordering 
their fleets into the Mediterranean. 
War scareheads in the press. Yet 
the State Department remains 
calm. 

It is becoming increasingly clear 
why those who read the official 
cables at Washington refused to be 
“unduly alarmed” over the Morocco 
incident. Likewise, why they are 
not too much disturbed over the va- 
riety of reports on what Mussolini 
and Reich Minister Goering have 
been talking about in Rome. 

They are aware of three things: 

That sensational stories are some- 
times only run to explore all pos- 
Sibilities in a situation. 

That diplomatic maneuvering may 
be disguised under odd surface-de- 
velopments. 

That American diplomats abroad 
are keeping the United States pretty 
well in touch with the real state of 
affairs. 

So far, at least, some of their op- 
timism has not been unfounded. 
Here’s what happened about Mo- 
rocco: 

* 

HE MOROCCO INCIDENT.—Lit- 

tle more than a week ago French 
officials in northern Africa began 
bombarding Paris with alarming re- 
ports of strange things afoot in the 
Spanish zone of Morocco. (Where 
General Franco originally started 
his uprising against the Spanish 
Government.) 

German Nazis were pouring into 
the zone, pushing their way into 
military, administrative and eco- 
nomic activities. Ceuta was to be 
made a second Gibraltar and forti- 
fications at Melilla farther up the 
coast were to be rushed. So ran 
the reports. 

Orders were wirelessed to the 
French Atlantic fleet to head for the 
Mediterranean. The British Ad- 
miralty directed its Home Fleet to 
the same waters for their annual 
maneuvers. 

Then Paris warned Berlin that it 


would protect its interests in north- 

ern Africa. It reminded Spanish of- 

ficials that’ they would violate 

treaties of 1904 ana 1912 if they 

called in foreign troops. The French 

press played up the war danger. 
x 


(THE NEW YEAR’S RECEPTION.— 


| Diplomatic Corps. 


Then the scene switched to the 
Wilhelmstrasse in Berlin. Chancel- 
lor Hitler was acting as host to the 
French Ambassa- 
dor Francois-Poncet pulled the 
Realmleader aside. 

Strange are the ways ol diplo- 
macy. In a few minutes’ conversa- 
tion between the German and the 


| Frenchman at this reception, the 


Morocco incident was closed. Each 
assured the other that his country 
had no designs on Spain or any of 
its possessions. 

What had happened? Observers 
say that if the real facts were 
known, France for once out-maneu- 
vered Germany. There was not the 
Nazi menace in Morocco that Paris 
pictured. By creating the scare, the 
French curbed a beginning of Ger- 
man encroachment in Morocco be- 


' cause the Reich is not ready to meet 


_ playing a lone hand in 


a mobilized France. 
MUSSOLINI- -GOERING TALKS.— 
Therefore, the State Department 

is not too much alarmed when it 
hears unofficial reports that Musso- 
lini and Goering have decided: 

To rush troops to Franco’s aid for 
a final “big drive.” 

To establish further anti-com- 
munist (anti-Russian) cooperation. 

To lure Great Britain away from 
France. 

Again there may be plenty of 
camouflage in these developments. 

If nothing else, it looks as though 
Reichsbank President Schacht will 
await Goering’s return before going 
to Paris. It was said that the 
Reich minister was really going 
there to talk over a trade pact with 
the Blum government. Meantime, 
Germany’s’ two-billion-ton grain 
shortage has been confirmed by 
new restrictive decrees, 

* 

ON-INTERVENTION PLANS. — 

The United States may insist on 
interna- 


tional affairs. But timing of its 


moves is sometimes as good as out- 
right cooperation. 


This is true of trying to pre- 
vent volunteers from going to 
Spain. The United States, Great 
Britain and France acted on this 
matter during the week. 


From Washington, Acting Secre- 
tary of State Moore sent special in- 
structions to the fieid. Diplomatic 
officers were told to remind those 
Americans who fight in Spain that 
they can be punished under law if 
they enlisted for such service in the 
United States. And that if they 
take an oath of allegiance to another 
government they lose their citizen- 
ship. The Secretary said such vol- 
unteering was “unpatriotically in- 
consistent with the American Gov- 
ernment’s policy.” 

Meantime, Great Britain warned 
its citizens that enlistnient in Spain 
was a criminal offense punishable 
by two years’ imprisonment. And 
French Premier Blum asked and re- 
ceived from his Chamber of Depu- 
ties power to bar volunteers to 
Spain. 


CAPITAL SHIPS.—While the 

United States on one hand plans 
through neutrality to stay out of 
war, on the other it is preparing 
for it. 

Secretary of the Navy Swanson, 
after studying the naval plans of the 
other sea powers has revealed ours. 

The two new capital ships which 
the President has just ordered built 
will be slower but more heavilv 
armored than any others on the 
high seas. In finding this type pe- 
culiar to American needs, the Sec- 
retary said a dreadnaught must 
have superior striking force and be 
able to “take it” from enemy ships. 

x 
(THE SECRETARY RETURNS. — 

The Secretary of State, Cordell 
Hull, has returned to Washington 
after two months’ absence as head 
of the American delegation to the 
Peace Conference at Buenos Aires. 

His face bronzed and his brief- 
case bulging with conventions and 
agreements, Mr. Hull was immedi- 
ately invited to lunch at the White 
House. 

P. A. FREDERICK. 


INTRODUCING |. 
THE LOWEST PRICED 
"CAB - OVER- ENGI N: 1” TRUCK 


—leader of a complete line of truck-built 
GMC cab-over-engine models ranging in 
capacity up to twelve tons ... with distinc- 
tive stream-styling that sets a new standard 


«.. with dual tone color design, rear-opening 


See these COE values as well as the complete GMC line! 


All prices f. ©. b. Pontiac—Time payments through our own Y. M. A. C. Plan at lowest ofoilable rates 


GENERAL MOTORS TRUCKS TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 
YELOW TRUCK & COACH MANUFACTURING COMPANY, PONTIAC, MICHIGAN 


doors, utmost accessibility for servicing, 
exceptional comfort for driver, maximum 
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TITLE REGISTERED U, S, PATENT OFFICE 


MACHINES have no nerves. Men have. Remove 

mens’ hands from the backbone of the automobile 
industry—the assembly line—and machines accus- 
tomed to notching their way through endless days 
come to a halt. No longer the roar of motors, in- 
stead the voices of men. Behind the voices: 

“Protagonist Vertical”—John Llewellyn Lewis 
(right), as part of his program to unionize the nation’s 
workers along industrial lines, is actively supporting 
the United Automobile Workers strike. 

“Protagonist Horizontal”—William Green (left), 
advocate of craft unions, not only withholds support to 
striking auto workers, but supports craft union 
heads who order members to continue at work. 


[SSUE of collective bargaining usually brings 

another issue into the open—company unions. 
These associations, sanctioned by the employers, sel- 
dom if ever take an active part in the events leading up 
and into a strike. 

As interpreted by the National Labor Relations 
Board, collective bargaining is the meeting and bar- 
gaining of employers with that agency representing 


NO individualist is the auto union in strike tech- 
nique. Hungary knew the “suicide strike” when 

miners of Pecs entombed themselves in the Earth’s 
depths, refused to come to the surface until their 
demands were met. France knew the “stay-in” strike 
when workers barricaded themselves in factories. 
Wales knew the “lock-in” strike, when striking col- 
liery workers refused to leave company plants. 

America’s “stay-in” strikers eat, sleep and amuse 
themselves, 

“Technique Advantage’—More difficult for man- 
agement to cope with; avoids picketing problems. 

“Technique Disadvantage”—No telling when disci- 
pline of strikers will break down. 


4 


WITHOUT MEN 


SLIGHT was the spark which set off the strike. A 
postponement of a conference from 11 a. m. to 
2.30 p. m. between the management and a shop griev- 
ance committee in the GMC’s Cleveland plant was 
followed by a sit-down strike of a few key metal 
workers affiliated with the United Automobile Work- 
ers. That move crippled the plant, spread to other 
plants, to Detroit, Flint, Anderson, Norwood. 
Kindled, the strike flared with the support of the 
Committee for Industrial Organization. Director 
John Brophy (left) advised; Homer Martin, UAW 
president, directed. Militant groundwork laid months 
ago enabled officials to carry on with a situation, ap- 
parently spontaneous and unofficial in origin. 


*¢ ANTAGONIST 1,”—Alfred P. Sloan, Jr. (left), 
president of General Motors Corporation, an- 
swers the issue of collective bargaining raised by 
union heads with the statement: “General Motors 
will not recognize any union as sole bargaining 
agency for its workers to the exclusion of all others.” 
“Antagonist 2”—William S. Knudsen, GMC’s 
executive vice president, to John L. Lewis’ demand 
that General Motors bargain with the UAW on a 
nationwide basis, flatly stated: “Sit-downs are strikes. 
Such strikers are clearly trespassers and violators of 
the law of the land. We cannot have bona fide collec- 
tive bargaining with sit-down strikers in illegal pos- 
session of the plants.” 


FOOD for the “sit-down” strikers brings food for 


thought. Should the issue pass the injunction 
stage of court procedure, authorities will probably find 
no legal precedent on which to base their opinions. 
Strikes, boycotts and picketing already have been 
clarified by legal definition. Courses open to employ- 
ers in seeking to have their plants vacated by strikers 
include forcible ejection—which might prove costly 


POLICY of Federal Government conciliators when 

strikes loom is to attempt to bring union and 
company officials together to iron out problems, On 
hand from the beginning of the strike has been James 
Dewey (second from right with hat on), personal rep- 
resentative of Secretary of Labor Perkins. His efforts 
combined with those of Governor Frank Murphy (left), 
after weeks of conferences have resulted in what ap- 


HOULD the threat of violence be removed and a 

solution be reached, normal resumption of work 

may follow along lines arising out of previous settle- 
ments in other sections of the automobile industry. 

In the case of the Bendix settlement, employes may 
with the consent of the union’s executive committee, 
appeal decisions of a plant personnel director before 
a board of review. Three union men and three com- 


the majority of workers. 


support to the union. 


In the present strike, while 
the United Automobile Workers Union makes no 
claim to represent the majority of General Motors’ 
employes, it does declare that the majority are in 
sympathy with union objectives and will throw their 


major fracas of the strike. 


the labor dispute. 


to plants and equipment and lead to more serious sit- 
uations—and civil suits against the unions themselves. 

It was food for strikers at Flint that led to the first 
Although no martial law 
was declared, troops formed an ominous pattern in 


pears the first step toward actual peace negotiations in 
the controversy which affects hundreds of thousands 
of workers, not only in the automobile industry itself 
but in industries dependent upon the assembly-line. 

The parley was to a large extent made possible by 
the nebulous but important public opinion. 


pany executives outside the actual scope of plant man- 
agement constitute the board of review. 
the union’s executive committee may represent em- | 
ployes whose cases are considered by review boards. 
In the Kelsey-Hayes wheel settlement a high mini- 
mum wage was demanded to cover workless days. 


Members of 


DEREK Fox. 


When a Kidnaper Strikes: 
What Citizen Should Do 


OW may Federal aid be obtained in a kidnap- 

ing case? 

A kidnaping should be reported at once 
to the Federal Bureau of Investigation which will 
immediately put some of its agents on the case. 
Since 1934, kidnaping cases which involve inter- 
State transportation have been crimes under the 
Federal law. 

To report the kidnaping to the Bureau a call 
should be made either to the nearest field office or 
to Washington. To report the case to Washington 
a call may be made collect to National 7117. This 
office is kept open night and day. 

Information about a kidnaping case also should 
be forwarded to the Bureau. In recent kidnaping 
cases newspapers have cooperated with the Bureau 
in tracing the criminal by publishing numbers of 
the bills paid as ransom money. A person finding 
such a bill should immediately report his discov- 
ery to the Bureau. 

Field offices of the Bureau are at Aberdeen, S. D.: 
Atlanta, Ga.; Birmingham, Ala.; Boston: Buffalo; 
Butte, Mont.; Charlotte, N. C.; Chicago; Cincin- 
nati; Cleveland; Dallas; Denver; Detroit: El Paso, 
Texas; Indianapolis; Jacksonville, Fla; Kansas 
City, Mo.; Little Rock, Ark.; Los Angeles: Louis- 
ville; Milwaukee; Nashville; New Orleans: New 
York; Oklahoma City; Omaha; Philadelphia; 
Phoenix, Ariz.; Pittsburg; Portland, Oreg.: Salt 
Lake City; San Antonio, Texas; San Francisco; 
St. Louis; St. Paul; Trenton, N. J. 


Federal Aid in Recreating 
Costumes For Pageants 


pes any governmental agency furnish informa- 
tion concerning historical costumes? 
Requests of this nature from community groups 
wishing to stage historical pageants or from the- 
atrical production units which wish to enact his- 


_ torical plays sometimes can be answered by the 


Smithsonian institution. 


Mech inférmatidn’ is available ‘tron? the’ Syfith- 


sonian which will enable the correct costuming of 
actors in pageants or plays. 


An example of the type of advice which the 


r 


Smithsonian is sometimes able to furnish is illus- 
trated by a request for information about the color 
of the uniforms worn by Revolutionary War offi- 
cers. A woman wrote that she had an uncolored 
woodcut of a relative who had served as a Revol- 
utionary War officer and she wished to have a 
painting made from the woodcut. 

Another example of the work of the Smithson- 
jan in this regard is its assistance in the restor- 
ation of the Lee mansion in Arlington and of Wil- 
liamsburg, the old capital of historical Virginia. 


Registering a Trademark: 
A Guide to Applicants 


Hew can a trade mark be registered? 


If the name adopted as a brand name for a 
particular line of goods does not infringe a prior 
trade mark an applicant may register it with the 
United States Patent Office. 

The mark must have been used in interstate or 
foreign commerce. An arbitrary or fanciful trade 
mark need only have been placed in use; it may 
be registeretl under the law of 1905 without re- 
spect to the length of time it has been used. A 
descriptive or geographical name 1s eligible to reg- 
istration under the 1920 law but it must have been 
used as a trade mark for one year. 

What must an application for a trade mark in- 
clude? eve 

1. Five specimens or facsimiles off#ne mark as it 
is in use on goods in interstate or foreign com- 
merce. 

2. A drawing, signed by the applicant or his at-- 
torn, *Showing the mark “the form 
actualy used and in which it appears on the speci- 
mens filed. 

This drawing must be done with a pen and 


+ 


India ink, on pure white two-ply or three-ply Bris- 
tol board of dimensions exactly 8 by 13 inches. 
Three-fourths of an inch from the edge of the 
board, a marginal line must be drawn completely 
surrounding the drawing and signature. 

Colors must be indicated where they are a ma- 
terial feature in the mark. The Patent Office will 
make such drawings at cost for those who cannct 
otherwise have them made. 

3. A petition and statement addressed to the 
Commissioner of Patents and signed by the owner 
of the trade mark, asking registration and giv- 
ing the full name of the applicant, with his aa- 
dress, place of business, citizenship, the specific 
kind of goods on which the mark is used, and the 
class of goods according to the ¢lassification estab- 
lished under the Act of May 4, 1906. 

4. A verified declaration that the applicant 1s 
the owner of the mark and has the exclusive right 
to use it, and that it has been actually used in in- 
terstate or foreign commerce, and that the speci- 
mens and drawing show the mark as actually used. 

5. A fee of $15. 


Applications are considered in the order in which 
they are received. Rights of the applicant are not 
jeopardized during the period in which the ap- 
plication is being considered since any right he had 
to the mark was in existence before he applied fcr 
registration. 

Registration does not create a new right; it 
merely s@tg up prima facie evidence that the right 
to use rot age belongs to the regigtrant, throw- 
ing the den of disproving that right upon any- 


one who contests it. Registration also gives the 


registrant. rights. fo_sue. 
it empowers those. courts to enter judgment for 
three times the damages found by the verdict. 

Upon ‘Téquest, th®"Patent Gffice ‘will -send any 
prospective applicant for a trade mark a pamphlet 
describing the procedure to be followed in obtaining 
a trade mark, 


__in this capacity are not subiect. to! 


The Social Security Act 


Questions and Answers 


F AN employer voluntarily pays his employes’ 
share of the pay roll tar, is he required to pay 
an additional tax on his own share? 

The Bureau of Internal Revenue has ruled that 
employers who pay their employes’ part of the pay 
roll tax must regard that amount as extra com- 
pensation and therefore pay an additional tax. 
Thus, an employer who has a total pay roll of 
$10,000 a week and pays his employes’ share of 
$100 (1 per cent) must regard his total pay roll 
as $10,100 and not $10,000. 


Must an employee have an account number be- 
fore he may be hired? 


It is not necessary for an employee to have an 
account number to be employed, but he must apply 
for a number immediately after he enters employ- 
ment. 


Is an employer responsible for an employee who 
fails to obtain his account number? 

The Bureau of Internal Revenue Regulations re- 
quire an employer to file an application for an ac- 
count number for any employee who has failed to 
do so by the time the first return of information 
to the Collector of Internal Revenue is due. 

Is a public stenographer who works for various 
employers from time to time subject to the Act? 

In general, public stenographers are considered 
independent contractors. The services they render 
Lax, 

If an employer pays a tax for unemployment in- 
surance to his state, can he credit that amount 


the taxehe ig reguired.to pay under the. 


Act’ for unemployment insurance? 


The employer may credit the amount of the tax 
he pays to a State, if that State has “an unem- 


Steps Alien Must Take 
Seeking Citizenship 


HAT must an alien do to file a petition for citt- 
cenship? 

Filing of the petition is the second step in nat- 
uralfmation, the first being the filing of the declara- 
tion of intention to petition for citizenship. 

Requirements before an alien may petition in- 
clude: 

1. Five years continuous residence in the United 
States. 

2. Six months’ residence prior to the date of filing 
the petition, in the county where the petition is to 
be filed. 

3. The declaration of intention must be at least 
two years and not more than seven years old. 

An application blank for the petition may be had 
from any field office of the Immigration and Nat- 
uralization Service or from the clerk of a local 
State or Federal court which handles naturalization 
cases. When it is filled out, the blank should be 
sent to the naturalization officer whose name ap- 
pears at the top of the form. 

After the application is examined the alien will 
be notified to appear before a naturalization officer 
for a hearing to ascertain if he can furnish ade- 
quate proof of his residence, and of good character, 
Also he must be able to speak English unless handi- 
capped by physical disability. 

If the alien is able to furnish satisfactory wite- 
nesses or other proof of his ability to meet requiree 
ments for citizenship his petition will be approved 
and this step of the naturalization process will be 
completed upon payment of a fee of $5 to the clerk 
of the court. 

(A description of the first step in naturalization 
-—the filing of the Declaration of Intention—was 
given in The United States News in the issue of 
Dec. 21.) 


ployment compensation system which has been ap- 
proved by the Social Security Board, but the amount 
he credits can not exceed 90 per cent of the tax due 
under the Act. 

For instance, an employer pays $6,500 to his State 
~unemployment—system.and.on Jan. 31 finds that’ 
his tax for the unemployment provisions of the Act 
is $10,000. He may, therefore, credit the $6,500 


$1@000, making his total tax.due te-the 


Federal Government $3,500. *IN no case could he 
credit more than $9,000 (90 per cent of the Federal. 
tax), 
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HANDS Across State Borders. 
New Ways to Deal with Old 


+ 


ning to stay in Washington for a + in 1933 and the second in 1935, as * 


few days following the inauguration. 
The reason? On Jan. 21 they 


well as a variety of localized effort, 
have already mapped out areas in 


Who make up the Assembly? 


What will be its line of activity? 
The Council of State Govern- 


among other pressing problems, can * atives are now expected to work for 


be solved only through cooperation 
among the States and with the Fed- 


a compact at the Assembly. These 
States are: North and South Caro- 


+ 
| 
| 


Twenty-three States from Missise 
sippi to the Pacific in the nation’s 


+ 
| drought belt will consider coopera- 
Problems. Legislatures Begin convene in the Third General As- which there can be joint govern- | ments through which the call has | eral Government.” iina, Virginia, Georgia, Kentucky, | tion to lessen the effects of that type 
dig | been issued has been organized by | In_ addition special problems | Florida, Tennessee, Indiana, Massa- | of disaster. Such cooperation will be 
-ernments to explore further the In the coming assembly, if Paul |} 17 States: Alabama, Colorado, | scheduled to come before the As- | chusetts, Ohio, Pennsylvania, West considered with a view toward sup- 
FRANKLY acknowledging that , zone of possible interstate and  V. McNutt, president of the Council, | Florida, Indiana, Kentucky, Missis- Sembly are at | 


there are issues which can best 
be met by States working with one 
another and the Federal Govern- 
ment, rather than alone, hundreds 
of State and local officials are plan- 


Federal-State cooperation. 
This is not the first experiment in 


unorthodoxy (if sticklers for 


either centralized or decentralized 
government are considered). Two 


and retiring Governor of Indiana. 
has his way, “our many govern- 
ments within the Union ... must 
pledge themselves as ‘good neigh- 
bors’ to unified, harmonious action 


other similar gatherings, the first | for the common good.” 


ADVERTISEMENT 


ADVERTISEMENT 


ADVERTISEMENT 


Sippi, Nebraska, New Hampshire, 
New Jersey, New York, North Caro- 
lina, Ohio, Pennsylvania, Rhode Is- 
Jand, South Carolina, Virginia and 
West Virginia. 


THE PRIMARY PURPOSES 
Its primary purposes are: 


over production of oil and tobacco, 


and the catastrophes of flood and 
drought. 

Six oil States have for the last 
vwo years been operating under an 
interstate compact. They are: Col- 
orado, Kansas, Illinois, New Mexico, 
Oklahoma and Texas. At the As- 


Missouri. Tobacco is a minor crop 
i.. Kansas, Louisiana, Minnesota and 
New York. 

New England delegates will discuss 
the possibilities of working out flood- 
control of the Connecticut, Merri- 
mac and Blackstone rivers, 


planning measures. The States prin- 
cipally concerned with this problem 
are: Arizona, Arkansas, California, 
Colorado, Idaho, Illinois, Iowa, Kan- 
Sas, Louisiana, Minnesota, Missouri, 
Texas, Utah, Wisconsin and Wyo- 
ming. 


sembly efforts will be made to 4 
strengthen this cooperation which 
is already declared to be an effective 
solution for stabilizing the industry. 


To consider problems over which 
the Federal Government has no 
jurisdiction. 


3 To foster coordination and active 
‘The Embargo Abandons__ . 
An American Policy : 


The Week With the Legislatures 


Highlights of the week in some of the 40 legislatures now in 
session were 


> ‘ pu 


AG DENVER 
CITIES 


Alabama—Senate approved bill (already passed by House) re- 
pealing 21-year-old dry laws, but added referendum provision. 
California—A joint committee filed a report calling for a reduc- 
tion in the number of liquor licenses in the State. 
Kentucky—House ratified Child Labor Amendment making Ken- 
tucky the 25th State to approve the measure. 
Managing Heiter: Maine—Passed (and Governor Barrows signed) a bill to finance 
. old age assistance by a 1 per cent sales tax on state liquor receipts. 
SATURDAY, JANUARY 16, 1937. 
Nebraska—One-house legislature adopted resolution naming it 
a Senate, and its members, Senators. 
New Jersey—Senate organization delayed by deadlock between 
ten Republicans and ten Democrats over seating of eleventh Re- 
publican whose election was being contested. Republicans finally won, 
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The Embargo Abandons an 
American Policy. 


have no intelligent purpose in what 
it does. 

The arms which the embargo 
seeks to prevent reaching “either 
of the opposing forces” were bought 
for the Madrid government for the 
purpose of enabling it to derend 


The émbargo against the ship- 
raent of munitions to Spain which 
became a law on January 8 prob- 
ably is linked in some minds with 
the general policy of neutrality 
advocated by the Roosevelt Ad- 


New York—Senate approved Governor Lehman's seven-point ati 
social security program. Both houses received special message 
from Governor on minimum wages for women and minors. 


Pennsylvania—Governor Earle approved plan for legislative in- 


All of these famous Zephyrs are 
vestigation of government of Philadelphia. Governor's bills to lib- 


wider than conventional trains—are 


ministration. It is not neutrality | itself against domestic enemies to eralize workmen's compensation laws introduced. 
at all. What is more important whom the United States has not— ng ners; ca | 
b ig that it is a depart i except perhaps by implication in Texas — Received recommendations from Governor Allred for leona pt et lightiog -_ ne 7a 
from the national policy ae aie the embargo resolution—accorded taxes on crude oil, natural gas, sulphur and other resources, and view windows. Truly, America’s 
a belligerent rights. Rmattiones gov- increase in levies on oil pipe lines to carry out expansion of social Distinctive Jeates, 
til now, had been observed by the | ernments, when confronted with : Al =_—_ i ; | DENVER DAILY SCHEDULE ; 
United States for 140 years. insurrection, constantly stand in security prograin. so receive overnors proposal to extend || ae SESTBOUND cme FASTBOUND sere 
ci ; +. Chicago da: see v. Denverdaily « « 4: 
Everybody knows, of course, that legal authority for municipal ownership and operation of public Ar. Denver... @:30am(MT) Ar-Chicago. 6:40 am( 
abroad. e notion is fatuous a utilities. 
the furnishing of such supplies is NORTHBOUND am Zephyr pm Zephyr 
passage of the resolution | ynneutral. When the civil war Ly. Chicago eh am 4:00 pm Lv. Minneapolis om 4:00 pen 
iddi “ fr. St.Paul . . 2:30pm pm v. Of. Paul « « 8:30am :30 pm 
cooperation between groups of States | In addition, other States will be en- Ar. Minneapolis 3:00pm 10:59pm Ar. Chicago . 3:00pm = 10:59 pm 
use of either of the opposing forces | seceding States fell into ane ne as well as between the 48 States as couraged to join in the pact. Convenient, supplementary steam service 
in Spain” the United States had | the Confederates. The United F. CRABBE, General Agent 
| States, short of arms and ammuni- a whole. es Since the invalidation of the AAA 309 Woodward Bidg., Washington, Phone: National 2335 
not treated the conflict-as a civil tion, sent military officers to Eng- To bring into readjustment, rela- | several of the tobacco-producing 4 
war in the sense that the parties | jand and other European countries tions between the States and the | States have tried to work out an a 
to it were entitled to recognition as | to buy necessary supplies. On the Federal Government, and between interstate agreement. But they have 
belligerents. We Jong have been, | outbreak of our war with Spain the ce and county and city gOV- | been unsuccessful. Their represent- 
ernments. 
and still are, in diplomati | arms were imported from Europe. | 
tions with the Mad “ . ¥ ee One conflict was civil, the other To serve as a clearing house for 
° preenem: international, but the same course ° information for various associations 
we had never extended belligerent | was followed in each so far as the of State officials. 
recognition to the party repre- | purchase of arms abroad was con- Each of the 48 States 1s permitted 
sented by General FRANCO. cerned. to send three voting delegates to the . 
Assuming, as most students of | 2 Assembly. One for each branch of 
; are immediately recognized as bel- the State’s legislature and one to 
n 
& a diplomatic | and search neutral merchantmen of Federal officials also will be ‘. 
blunder, there was no excuse for | on the high seas. An insurgent present 
blundering. The record was long | party, however, has not been The principal reason for the first 
and clear. Never in all history did | Tecognized until it has attained Assembly of the Council of State 
rebel , | “above all, a de facto political or- ts ; to work out a bet- 
full, measure, at the very outset, and resources to constitute it, if ter coordination of perenne systems 
all the elements of independence as | jeft to itself, a State among na- of the Federal Government and of 
. did the seceding Confederate | tions capable of discharging the the 48 State governments. | 
States; yet we protested against. | duties of a State, and of meeting The second Assembly, while deal- : 
Great Britain's recognition of their | the just responsibilities it may in- ing further with tax coordination, Pa 
belligerency as premature and | oyr as such toward other Powers also considered plans for better - 
made it the ground of formal com- | in the discharge of its national means of interstate communication “a 
plaint. During the ten years war | duties." That was the test set in view of problems arising from the aa 
in Cuba, from 1868 to 1878, the | down in 1870, during the Cuban | economic emergency. mw 


United States consistently refused 
to recognize the insurgents as bel- 


insurrection, by President GRANT'S 
Secretary of State, HAMILTON 


The third Assembly is facing the 
issues of social security, taxation, and 


ligerents. Washington took the | wis. This was accepted as set- crime, “three of the most momentous 
me same position when the rebellion | tled law before and during the war questions in the course of Govern- 
as broke out in Cuba in 1895. Three | with Spain. If the Administration ment,” in the opinion of President 
years later, when the United! at Washington believes that the McNutt who declares that “they 
States intervened and made war on | Franco organization answers the 4 
Spain, it refused to recognize the description, then it should have 3 
a ernment either organized or in- | Rebels. This it has not done ex- 


cipient; and the peace negotiations 
. with Spain were conducted on that 
a basis. 

a The breaking of such precedents 
+ may have serious results sooner or 


cept by indirection in the embargo 
resolution. 

We know, of course, that among 
.the professors who caper about the 


TO EASE 


DRIVING A WINTER SPORT! j 
later. Our attitude for more than | jdeas with every step, there is a Ag 
oe a century was based on the under- | belief that international law, hav- "PIL, 4). FOR 12 | 

mini weet to most nations, | ing been often violated in the world 2 FULL 
that established governments have | war, has ceased to exist as a vital DOZEN 3 
JOW HE breakneck speed of the ture, KOOLMOTOR will give 


against insurrection and that the 
premature concession by a foreign 


sroorr in the Harvard Law Re- ‘bobsled is thrilling! It’s the 


view, “is a great boon to those who 


you a quick, easy start, a fast 
Demand and Get Genuine ‘ 


government of belligerent rights to 
insurgents constitutes an act of in- 
tervention. The fortunes of the 
Rights and of the Lefts in Spain 
and the advantages or disadvan- 
tages which may come to either 
through the embargo are of rela- 
tively trifling consideration to 
Americans, What concerns us 
most is the conclusion that when 
one government transcends its 
rights, duties and precedents and 
adopts measures the apparent ef- 


entered upon the study. of interna- 
tional war after the war, as, hav- 
ing nothing to learn, they may 
freely indulge their creative pro- 
But it is annoying to 
persons with orderly minds to find 
the Spanish embargo labeled as an 
offspring of the great neutrality 
One of our Federal courts 
has defined neutrality as “two na- 
tions at war and a third in friend- 
ship with both.” 


pensities.”’ 


urge. 


A suggestion 
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MOTOR gives you a longer run 
for your money. 

Test a tankful of this great 
green gasolene today. Its thrilling 
performance will make your 
winter driving a real winter sport! 


= A GREAT 
OIL TO GO WITH IT! 
KOOLMOTOR...the per- 
fect Pennsylvania motor 
oil. Use 10W or 20W for 
instant starting and safe 
lubrication this winter, 


that this definition be applied to 
the neutrality displayed in the em- 
bargo resolution would be fair and 
at the same time cruel. 


Smartly modern appoint- 
: ments, and the excellence of — 
the cuisine have given this 
hotel a world-wide fame 
among the fastidious. Located 
in the heart of the fashion- 
able shopping district. 


fect of which is to break down an- 
other government it must either in- 
tend the breaking down or else 


CITIES SERVICE RADIO CONCERTS every Friday at 8 p. m., E. S. T... WEAF and 44 N. B.C. stations 


TRY A TANKFUL 


KOOLMOTOR 


The sure-fire winter gasolene 


PIA AVE: at NEW TORR” 
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lows in full text: 
Yb the Congress of the United States: 


pression, the time has come to set our house in 
order. The administrative management of the 
Government needs overhauling. We are con- 
fronted not alone by new activities, some of them 
temporary in character, but also by the growth 
of the work of the Government matching the 
growth of the nation over more than a genera- 


tion. 


Present Need for Action 


Except for the enactment of the Budget of Ac- 
counting Act of 1921, no extensive change in 
management has occurred since 1913, when the 
Department of Labor was established. 

The executive structure of the Government is 
sadly out of date. I am not the first President 
to report to the Congress that antiquated ma- 
chinery stands in the way-of effective administra- 
tion and of adequate control by the Congress. 

Theodore Roosevelt, William H. Taft, Woodrow 
Wilson and Herbert Hoover made repeated but 
not wholly successful efforts to deal with the 
problem. Committees of the Congress have also 
rendered distinguished service to the nation 
through their efforts from time to time to point 
the way to improvement of governmental man- 
agement and organization. 

The opportunity and the need for action now 
comes to you and to me. If we have faith in our 
republican form of government, and in the ideals 
upon which it has rested for 150 years, we must 
devote ourselves energetically and courageously 
to the task of making that government efficient. 
The great stake in efficient democracy is the 
common man. 

In these troubled years of world history, a self- 
government cannot long survive unless that gov- 
ernment is an effective and efficient agency to 
serve mankind and carry out the will of the na- 
tion. A government without good management 
is a house builded on sand. 

In striving together to make our Government 
more efficient, you and I are taking up in our 


self-government which our forefathers fought to 
establish and hand down to us. 
against tyranny, against non-representative con- 
trols, against government by birth, wealth or 
class, against sectionalism. 

Our struggle now is against confusion, against 
ineffectiveness, against waste, against ineffi- 
ciency. This battle, too, must be won, unless 
it is to be said that in our generation national 
self-government broke down and was frittered 
away in bad management. 


Sees a Better Democrucy 


Will it be said “Democracy was a great dream, 
but it could not do the job?” Or shall we here 
and now, without further delay, make it our 
business to see that our American democracy is 
made efficient so that it will do the job that is: 
required of it by the events of our time? 

I know your answer, and the answer of the 
nation, because after all, we are a practical peo- 
ple. We know good management in the home, 
on the farm, and in business, big and little» If 
any nation can find the way to effective gov- 
ernment it should be the American people 
through their own democratic institutions. 

Over a year ago it seemed to me that this 
problem of administrative management of the 
Executive Branch of the Government should be 
a major order of business of this session of the 
Congress. Accordingly, after extended discus- 
sions and negotiations, I appointed a Commit- 
tee on Administrative Management, to examine 
the whole problem broadly and to suggest for 
my guidance and your consideration a compre- 
hensive and balanced program for dealing with 
the overhead organization and management of 
the Executive Branch as it is established under 
the Constitution. 


Plan for Efficiency 


The Committee has now completed its work, 
and I transmit to you its report, “Administrative 
Management in the Government of the United 
States.” I have examined this report carefully 
and thoughtfully, and am convinced that 
it is a great document of permanent importance. 
I think that the general program presented 
by the Committee js adequate, reasonable 
and practical, and that it furnishes the basis for 
immediate action. The broad facts are known; 
the need is clear; what is now required is action. 
The Committee on Administrative Management 
points out that no enterprise can operate ef- 
fectively if set up as is the Government today. 
There are over 100 separate departments, boards, 
commissions, corporations, authorities, agencies, 
and activities through which the work of the 
Government is being carried on. Neither the 
President nor the Congress can exercise eftec- 
tive supervision and direction over such a chaos 
of establishments, nor can overlapping, duplica- 
tion, and contradictory policies be avoided. 

The Committee has not Spared me; they say, 
what has been common knowledge for twenty 
years, that the President cannot adequately 
handle his responsibilities; that he is over- 

under the 
system which we have, for him fully to carry out 
his constitutionality duty as Chief Executiv 
Cause overwhelihed with minor details and 


needless contacts arising directly from the bad 


President Roosevelt's message to Congress Jan. 12 transmitting 
the report of the Committee on Adininistrative Management, fol- 


I address this message to the Congress as one who has 
; j utive department, as the chief execu- 
a legislator, as a Subordinate in an exec ub nt, 
hake whom, as President, the constitutional responsibility for the whole of 
the executive branch of the Government has =n for four years. 


A Five Point Program agement, follows in full text: 


The President’s program of govern- 
ment reorganization, drafted by his 
Committee of Administrative Manage- 


Now that we are out of the trough of the de- 


generation the battle to preserve that freedom of. 


They struggled 


€ be- 


ment after almost a year of study, may 
be summarized: 

First. Consolidate all agencies in 
twelve departments. . The two new ones 
are Social Welfare and Public Works. 

Second. Place the whole administra- 
tive service on a career and merit basis. 

Third. Change the auditing system, 
giving control to the Treasury and to 
the Attorney Genergl. 

Fourth. Strengthen the Budget Bu- 
reau and set up a National Resources 
Board for national planning. 

Fifth. Give the President six execu- 
tive assistants. 

On this page is printed the official 
summary of the Committee’s report and 
the message with which the President 
submitted the plan to Congress. On 
Page Three will be found an analysis of 
the proposed plan of reorganization. 


organization and equipment of the Government, 
I can testify to this. With my predecessors who 
have said the same thing over and over again, 
I plead guilty. 

The plain fact is that the present organization 
and equipment of the Executive Branch of the 
Government defeats the Constitutional intent 
that there be a single responsible Chief Executive 
to coordinate and manage the departments and 
activities in accordance with the laws enacted 
by the Congress. Under these conditions the Gov- 
ernment cannot be thoroughly effective in work- 
ing, under popular control, for the common good. 

The Committee does not spare the Comptroller 
General for his failure to give the Congress a 
prompt and complete audit each year, totally 
independent of administration, as a means of 
holding the Executive truly to account; nor for 
his unconstitutional assumption of executive 
power; nor for the failure to keep the accounting 
system of the Government up to date to serve 
as the basis of information, management and 
control. 


The Committee criticizes the use of boards and 
commissions in administration, condemns the 


“The forward march of American democracy 
at this point of our history,” says the commit- 
tee, “depends more upon effective management 
than upon any other single factor.” 

To this end a five-point program of reorgani- 
zation of the executive branch of the Govern- 
ment is presented by the committee including 
these major recommendations: 

The proposed addition to the White House 
staff is not to be made up of “assistant presi- 
dents,” says the committee. It will be com- 
posed of a half dozen men, drawn from the 
very top of the existing career service or from 
the outside, and will assist the President in or- 
ganizing and maintaining contact with his de- 
partments. 

These executive assistants will not issue 
orders or make speeches, but will work directly 
and anonymously in the White House getting 
information when needed by the President in 
making decisions, and then in seeing that de- 
cisions are promptly communicated to those 
who are invloved. They would be like the 
private assistants of the president or general 


Luther Gulick 
BASED on a study made by 
his Committee on Adminis- 
trative Management, President eas 
Roosevelt in a message to 
gress recommends a five-poin 
program for a reorganization in 
the structure of Government. =&. 
Creation of two new depart- 
ments, appointment of six as- 
sistants to the President and 
drastic changes in civil service 
procedure are asked by the 
President. 


Dr. Charles Merriam 


Byrd, chairman of the Senate 

Committee to Investigate the Ex- 
cutive Agencies of the Govern. 
ment. declared it was his obliga- 
tion to present to the Senate a 

report based on “simplicity, econ- 
omy and reduction of personnel”. 


Louis Srowulew Senator Harry F. Byrd 
KEY FIGURES IN REORGANIZATION PLANS 


instrumentalities, and points out that the prac- 
tice of creating independent regulatory com- 
missions, who perform administrative work in 
addition to judicial work, threatens to develop 
a “fourth branch”. of the Government for which 
there is no sanction in the Constitution. Nor 
does the Committee spare the inadequacy of the 
Civil Service system. 

To meet this situation and bring our admin- 
istrative management up to date, the Committee 
presents an integrated five-point program 
which you will find set out in its Report. It in- 
cludes these major recommendations: 


1. Expand the White House staff so that 
the President may have a sufficient group 
of able assistants in his own office to keep 
him in closer and easier touch with the 
widespread affairs of administration, and 
to make the speedier clearance of the knowl- 
edge needed for executive decision; 

2. Strengthen and develop the managerial 
agencies of the Government, particularly 
those dealing with the budget and efficiency 
research, with personnel and planning, as 
management arms of the Chief Executive; 


3. Extend the merit system upward, out- 
ward, and downward to cover practically all 
non-policy-determining posts; reorganize the 
civil service system as a part of manage- 
ment under a single, responsible Administra- 
tor, and create a citizen board to serve as 
the watchdog of the merit system, and in- 
crease the salaries of key posts throughout 
the service so that the Government may at- 
tract and hold in a career service men and 
women of ability and character; 


4. Overhaul the one hundred independent 
agencies, administrations, authorities, boards, 
and commissions, and place them by Ex- 
ecutive Order within one or the other 
of the following twelve major execu- 
tive departments: State, Treasury, War, Jus- 
tice, Post Office, Navy, Conservation, Agri- 
ture, Commerce, Labor, Social Welfare, and 
Public Works; and place upon the Executive 
continuing responsibility for the maintenance 
of effective organization; 

5. Establish accountability of the Executive 
to the Congress by providing a genuine inde- 
pendent post-audit of all fiscal transactions 
by an Auditor General, and restore to the 
Executive complete responsibility for accounts 
and current transactions. 


As you will see, this program rests solidly upon 
the Constitution.and.upon the American way of 
doing things. There is nothing in it which is 
revolutionary, as every element is drawn from our ; 
own experience either» ia government er-large--- 
scale business. 

I endorse this program and feefconfident that 


it will commend itself to you also with your knowl- 
edge of Government, and to the vast majority of 
the citizens of the country who want and believe 
in efficient self-government. 

No important advance can be made toward the 
major objectives of the program without the 


passage by the Congress of the necessary legisla- 
tion. 


Frank O. Lowden in Illinois, Governor Ailired E. 
Smith in New York, Governor Harry F. Byrd in 
Virginia, Governor William Tudor Gardiner in 
Maine, and by other governors, accepts the view 
held by my distinguished predecessors that the 
detailed work of reorganization is, as President 
Theodore Roosevelt said over 30 years ago, “es- 
Sentially executive in its nature.” 


The Committee accordingly recommends that 
reorganization should be a continuing duty and 


Two New Departments Sought | 


It will be necessary to provide for the establish- 
ment of two new departments, a Department of 
Social Welfare and a Department of Public | 
Works, for the assignment by the President of all 
the miscellaneous activities to the 12 major de- 
partments thus provided, for reorganization of 
the civil service system, for modernizing and 
strengthening the managerial agencies of the 
Executive, and for making the Executive more 
strictly accountable to the Congress. 

By the creation of two new departments nearly 
one hundred agencies now not under regular de- 
partments can be consolidated as to their admin- 
istrative functions under a total of twelve regu- 
lar departments of the Government. 


The remaining elements of the five-point pro- 
gram, though they must await your action on the 
basic legislation, may be initiated through ap- 
propriations and Executive Orders. ' 

In placing this program before you I realize 
that it will be said that I am recommending the 
increase of the powers of the Presidency. This 
is not true. The Presidency as established in the 
Constitution of the United States has all of the 
powers that are required. 

In spite of timid souls in 1787 who feared ef- 
fective government the Presidency was estab- 
lished as a single strong chief executive office in 
which was vested the entire executive power of 
the National Government, even as the legislative 
power was placed in the Congress and the ju- 
dicial in the Supreme Court. 


of standards set by the Congress. 


The Duty of Congress 


To make this safe, the Committee insists, how- 
ever, that the Congress keep a watchful eye upon 
reorganization both through the annual budget 
and through the maintenance of strict executive 
accountability to the Congress under the inde- 
pendent audit of all financial transactions by an 
Auditor General. 


Under the proposed plan the Congress must 
by law establish the major departments and de- 
termine in advance the general principles which 
Shall guide the President in distributing the work 
of the Government among these departments, 
and in this task the President is to act on the 
basis of careful research by the Bureau of the 
Budget and after conference with those primarily 
affected. 

Reorganization is not a mechanical task, but 
a human task, because government is not a ma- 
chine, but a living organism. With these clear 
safeguards, and in view of our past muddling 
with reorganization, one cannot but accept tne 
logic and wisdom of the recommendations. 

I would not have you adopt this five-point pro- 
gram, however, without realizing that this repre- 
sents an important step in American history. If 
we do this, we reduce from over 100 down to a 
dozen the operating executive agencies of the 
Government, and we bring many little bureau- 
cracies under broad coordinated democratic au- 
thority. 

But in so doing, we shall know that we are 
going back to the Constitution, and giving to the 
Executive Branch modern tools of Management 
and an up-to-date organization which will en- 
able the Government to go forward efficiently. 
We can prove to the world that American Gov- 
ernment is both democratic and effective. 

In this program I invite your cooperation, and 
pledge myself to deal energetically and promptly 
With the executive responsibilities of reorgani- 
zation and administrative management, when 
you shall have*made this possible by the neces- 
sary legislation. 

| | FRANKLIN D. ROOSEVELT. 

The White House, Jan. 12, 1937. 


Denies Any Increase in Power 


What I am placing before you is not the re- 
quest for more power, but for the tools of man- 
agement and the authority to distribute the work 
so that the President can effectively discharge 
those powers which the Constitution now places 
upon him. 

Unless we are prepared to abandon this impor- 
tant part of the Constitution, we must equip the 
Presidency. with authority.commensurate with his 
responsibilities under the Constitution. 

The Committee on Administrative Management, 
after a catftful examination of recent attempts 
to reorganize the Government and of State re-_ 
organizations carried out so ably ‘by Governor 
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REORGANIZING THE FEDERAL GOVERNMENT: THE PRESIDENT S PLAN 


Places a Five Point Program Before Congress—W ould Create Two New Departments, Welfare 
And Public Works, and Consolidate More Than a Hundred Separate Agencies 


An official summary issued Jan. 12 at the White House of the re- 
port made by the President’s Committee on Administrative Man- 


ODERN management equipment for the Federal Government so that it may do promptly and 
efficiently what is expected of it by the American people is the keynote of the report made to 
the President by his Committee on Administrative Management. 
The purpose of making Federal administrative management modern and businesslike is to make 
American democracy efficient. It is the view of the committee that self-government cannot 
long survive even in this country unless it can do its work efficiently. 


authority of the Chief Executive on the basis: 


manager of a great private business. 

The committee condemns the existing situa- 
tion and says that the President of the United 
States, managing the biggest business in the 
world, now has less assistance of this sort than 
many State Governors, city managers and 
mayors, and executives of even small private 
concerns. 


Remodeling the Civil Service 


Extensive reorganization of the civil service 
system, with increase of salaries for posts of 
great responsibilities, is a part of the program. 
As the committee says, “Government cannot be 
any better or more efficient than the men and 
women who work in it.” 


It is pointed out that many of the people are 
now leaving the Government for industry be- 
cause Government does not offer a satisfactory 
career. Top posts both in and out of the civil 
service are underpaid, and there is no sys- 
tematic provision for transfer and advancement 
in the service. 


“This is corrected by making personnel ad- 
ministration a part of every department and a 
part of overhead management by establishing 
a civil service administrator to work directly 
under the President, just as the budget direc- 
tor does now. 

This administrator would devote his atten- 
tion not only to giving civil service examina- 
tions, recruiting, classifying, etc., but even more 
to finding able people who can be brought into 
the Government, especially on the lower rungs 
of career ladders, to discovering able persons 
in the service, and to seeing that they get 
training and opportunities for promotion and 
generally to advancing the merit system and 
the career idea. 

Salaries in top posts~are_increased, and the 
civil service is extended upward to include all 
except the secretaries, undersecretaries, as- 
Sistant secretaries and similar positions. 


Aides to President | 


Modernize the White House business and 
management organization by giving the Presi- 
dent six high-grade executive assistants to aid 
him in dealing with the regular departments 
and agencies. 

Strengthen the budget and efficiency re- 
search, the planning, and the personnel serv- 
ices of the Government, so that these may be 
effective managerial arms for the President, 
with which he may better coordinate, direct 
and manage all of the work of the executive 
branch for which he is responsible under the 
Constitution. 

Place the whole governmental administration 
service on a career basis and under the merit 
System by extending the Civil Service upward, 
outward and downward to include all non- 
policy-determining positions and jobs. . 

Overhaul the more than 100 separate de- 
partments, boards, commissions, administra- 
tions, authorities, corporations, committees, 
agencies and activities which are now parts of 
the executive branch, and theoretically under 
the President, and consolidate them within 12 
regular departments, which would include the 
existing 10 departments and two new depart- 
ments, a Department of Social Welfare and a 
Department of Public Works. The name of the 
Department of Interior is changed to Depart- 
ment of Conservation. 

Make the executive branch accountable to 
the Congress by creating a true post-audit of 
financial transactions by an independent audi- 
tor general who would report illegal and waste- 
ful expenditures to Congress without himself 
becoming involved in the management of de- 
partmental policy, and transfer the duties of 
the present controller in part to the auditor, 
to the Treasury, and to the Attorney General. 

These five points are woven together in a 
single comprehensive program. 


The Goal Is Efficiency 


The report of the committee does not deal 
with the abolition of emergency or established 
activities or jobs, which is staied to be a mat- 
ter of policy for the President and the Con- 
gress to determine, but devotes itself entirely 
to setting up an efficient modern machinery 
of Government. 

But in this process over 80 activities are 
abolished as separate and independent estab- 
lishments and their work transferred either to 
the new Departments of Social Welfare and 
Public Works, or to one of the ten old de- 
partments. 

The exact placing of bureaus and activities 
is not set out in the report, as this assignment 
of work is placed upon the Executive as a con- 
tinuing responsibility, after research by the 
Bureau of the Budget, in accordance with ef- 
ficiency and service standards to be fixed by 
Congress. Such assignment and division of 
work, once the standards have been set by law, 
is regarded by the committee as an “executive 
function.” 

No estimate of savings by reorganization is 
contained in the report, thougn these will fol- 


{Continued on Page 11.] 
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January 18, 1937 


lhe United States News 


+ AMERICA'S BIGGEST SHOW: INAUGURATION + 


Pageantry Has Marked Ceremony Since 


Washington's Triumphal Trip to Capital 


AN ELECTION day landslde 

is something to make a Presi- 
dent happy. An inauguration day 
“snowslide,” sleet storm, or zero 
wave would not be so welcome. 


Inclement weather caused the 
death of one President who con- 
tracted pneumonia traceable to ex- 
posure the day he took office. Under 
the 20th (“lame duck”) amendment, 
inauguration day is pushed from the 
threshold of Washington Spring 
seven weeks back into the midst of 
Winter, with any kind of bitter 
weather a pcssibility. 

This may make a change in the 


character of many an out-door in- | 


auguration in the future. It is a 
factor calling for some slight modi- 
fication in the ceremonies on Jan. 
20 this year. For one thing, the 


parade, besides stressing the mili- | 


tary motif, being made up almost 
entirely of the Army, Navy and cadet 
corps units, with civilian marching 
clubs ruled out, will be shortened. 
Chilly spectators, if the weather is 
cold, can see the whole martial 
panoply pass in two hours. 

For weeks a corps of some 300 
carpenters has been busy building 
the inauguration platform and seats 
for 12,000 spectators at the Capitol, 
besides grandstands for 21,500 more 


along the Pennslyvania Avenue pa- © 


rade route. A wooden floor covering 
an area as big as a city block has 
been laid down in front of the Cap- 


the Capitol steps and other tempo- 


the Capitol roof. 

In all, to build these structures 
for the gala day a million and half 
board feet of lumber have been used 
—about $60,000 worth, or enough to 
build 70 average-sized frame dwell- 
ing houses. 
the Capitol, built at public expense, 
will be about $30,000. 

Parade stands on the avenue in 
which seats are selling at from $3.50 
to $10 apiece were put up at private 
expense, backed by a_ $100,000 
guaranty fund subscribed by Wash- 
ington business men. 


THE JACKSON MOTIF 
Decoratively, Jacksonism is to be 
the keynote of the affair, with the 
President’s reviewing stand in front 
of the White House, and also part of 
the speaking stand at the Capitol, 
modeled as miniature’ reproduc- 
tions of the Hermitage, Andrew 
Jackson’s home near Nashville: 
But in cost, complexity and cere- 


ration arrangements have progressed 


— 


, evolution since “Olid 


' auguration in 1829. 
pedestrianism he was not cheered by | 
throngs of folk in a mile of grand- | 


Cost of the stands at | will be accompanied by feelings not 


- unlike those of a culprit who is go- | 
4 . | were only a stone’s throw from the 


_ uncompleted Capitol, it would have | 
_ been odd for him to mount a horse 


committee on 


| forgotten to meet the President! Off 
monial show, present-day inaugu- | 


Hickory,” chose 
simply to walk the mile to his in- 


stands—the crowds were mostly out 
in the street jubilantly tagging at 


the heels of their hero. 


Like Jackson’s inauguration, those 
of most of his predecessors were 
fairly simple affairs. The very first 
one, of President George Washing- 
ton in 1789, while setting a few 
precedents that have continued to 
be observed, was different in some 
respects from any of the presidential 
induction ceremonies that have fol- 
lowed. 


Chosen by unanimous vote of the 
electoral college, the Father of His 
Country proceeded from Mount Ver- 
non to New York, then the seat of 


the central government, over what | 


was the longest inauguration pa- 


rade route in our history. His jour- | 


ney by carriage from his Virginia 
home became a continual ovation. 
Cannon boomed and bells rang. 
Governors met him at State bor- 
ders with military escorts. Women 
strewed flowers in his path and 
sang odes about his martial achieve- 
ments. 

But amid all this festal acclaim, 
it was with regret and misgivings 
that the General made his tri- 
umphal progress. He was loath to 


abandon the tranquility of private | 
 jife. 
itol building. Wooden seats also cover | 


his aged mother, afficted with a fatal 


| illness, whom he never expected to 
rary “bleachers” have sprouted on | 


see again. Fears preyed upon his 


| mind that he would not meet the 
expectations of his countrymen in 


the new office to which they had 


| €levated him. So, writing to General 
Knox, 


ments to the chair of government 


ing to his place of execution.” 


DEBATE ON CEREMONIES | 


Regarding ceremonial procedure, 


members of Congress were as full of | 


misgivings as the President. With- 
out precedents to guide them, they 
indulged in lengthy debate as to 


how the installation should be con- | 


ducted. Indeed, the Senate was still 


pointed hour came for the cere- 


_ monies to begin and members of the | 
| House of Representatives crowded | 


into the chamber. Then it was 
belatedly brought to mind that the 
arrangements had 


they hurried and returned an hour 


| later with the tall, solemn Washing- 
a long way on the road of historical | 


ton, attired for the occasion in a 


In this piece of | 


| pages, 
| mixed as he read his address. 


| boarding house, 


brown suit with white stockings, a 
big wig on his head and a steel- 
hilted sword at his side. 

Out onto a second-story balcony 
of Federal Hall stepped the first 


President, to place his hand on . 


a large Bible while Chancellor Liv- 
ingston of New York State adminis- 
tered the oath. 

“Long live George Washington, 
President of the United States!” 
cried the Chancellor after Washing- 


Lustily the crowd in the street 


_ took up the cry. Unfurling of a flag 


from a cupola of the hall was the 


- signal for a discharge of artillery, 


which boomed out above the huzzas 
of the people. 

Not for the crowd but for mem- 
bers of Congress within the hall was 
reserved the first inaugural address 
—which may have been as well 


and under stress of excitement of 
the occasion, Washington betrayed 


considerable flusterment in his first | 
Chief Magis- | 
trate. He nervously Kept putting his | 


Oratorical effort as 
hands into his pockets and taking 
ana got them 

At last this part of the ordeal was 
over and from the hall the Presi- 


dent and Congress proceeded on 
foot to nearby St. Paul’s Church 


' where the first inauguration ended 


in a service of prayer for the new 


| Republic. 
JEFFERSON MYTH 


Thomas Jefferson’s inauguration | 
in 1801 was the first to take place | 
' in the new Capital City of Wash- 


He had just bade fzrewell to , 
| ington. 


In connection with the 
motif of “Jeffersonian simplicity” in 


Chief Executive, the 


hitched his horse to the picket fence, 


However, since Jefferson’s lodgings 


merely to ride so short a distance, 
though it is true that as President 


_he more frequently rode about the 


Capital on horseback than in a car- 
riage. 


Actually in the first short “inau- 


| gural parade” in Washington Jeffer- 
debating the subject when the ap- | 


son made his way on foot from his 
accompanied by 
some of his political friends. There 
was also the beating of drums, the 
waving of flags and the firing of 


, cannon, for a company of militia es- 


corted him to the entrance of the 
Senate chamber in the north wing 


of the Capitol—the only part of the 
| edifice then completed. 


Nowhere in evidence was the re- 


| lowed 


the 


John 


tiring President, Adams. 


_ After feverish activity till the stroke 
of midnight signing appointments 


of Federalist officeholders, the dis- 
appointed Adams, who four years 
earlier had written to his wife that 


his own inauguration was “the sub- | 


limest thing ever exhibited in Amer- 
ica,” drove out of the city so he 
would have no part in the triumph 
of his successor, 


MONROE'S PRECEDENT 
_ ton had reverently kissed the Book. | 


Jefferson delivered “in a somewhat 


dress pleading for 


ious jubilation, however, was the 
mood of the victors. Throughout the 
States the event was celebrated with 
the pealing of bells, the booming of 


_ cannon, and speeches, banquets and 
parades. 
since, untrained in public speaking | 


Though Washington first took the 


| Official oath in the open air, in view 


of a crowd in the street, the suc- 
ceeding three Presidents were sworn 


in and gave their inaugural speeches | 
| Washington and carried some of the 


indoors in the presence only of Con- 


_ gress and other officials. Monroe in 
them out again, fumbled with the | 


somewhat | 


1817 set the precedent of an out-door 
inauguration, which has been fol- 
ever since. However, the 
change was due to a political feud 
rather than to deliberate prear- 
rangement. A quarrel over use of the 
House chamber broke out between 
inauguration committee and 
Speaker Henry Clay. 


| FIRST OPEN-AIR CEREMONY 


Equal to the emergency, the in- 


auguration committee decided to put | 
up “an elevated portico” in front of | 
| the Capitol. 
_ carried out for the first time accord- 
ing to what has become the con- | 
installation of the first Democratic | 
legend has | 
grown up that the President-elect | 
| rode unattended up Capitél Hill, 


There the program was 


ventional pattern for all subsequent 
inaugurations. 


Tumultuous popular excitement 


| and enthusiasm such as had hardly 
| been witnessed before accompanied 
| Strode into the Senate chamber and | 
he confided that his “move- | 

onfid | took the oath of office with an en- 


| tire lack of public ceremony. 


_ President Andrew Jackson’s inaugu- 
ration in 1829. Again was the De- 


mocracy triumphant. The ‘“com- 
mon people’ swarmed to the Capi- 


| tal from near and far to acclaim 


their hero—and whenever possible 
to claim reward in political offices. 

A tremendous crowd choked the 
street on inauguration day. Jack- 
son, like Jefferson, essayed to walk 
to the Capitol, but was almost 
swept off his feet by the mob of 
enthusiastic admirers. As soon as 
Chief Justice Marshall had admin- 
istered the oath and a short inau- 
gural address had been delivered, the 
crowd surged forward again, shout- 
ing and reaching out to grasp the 
hand of their new chief. All barriers 
were swept away in the sudden rush, 
and the General had difficulty mak- 
ing his way to a horse which he 
mounted to ride back to the White 
House. 

There tumultuous scenes were 


Reorganizing the Federal Government: The President's Plan 
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low, in the opinion of the commit- 
tee. Extensive economy beyond this 
point depends upon a change of 
policy, the abandonment of func- 
tions, and the demobilization of the 
Staffs involved, and is outside of the 
terms of reference of the Committee 
on Administrative Management. 


The committee points out, how- | 
ever, that the recommended plan | 
of organization which ties all agen- | 
cies into 12 departments is designed | 


to permit the prompt and efficient 
demobilization of any activities 


which are later discontinued by act | 


of Congress or by execut'e order. 


MORE THAN 250.000 POSTS 

More than 250.000 positions, some 
of which are now under merit prin- 
ciples, will be brought under civil 
Service within one year. Unless 
designated as “temporary” or 
“policy-determining” by executive 


order, all Federal positions will be | 


covered into the civil service. Those 
persons in these positions will not be 


nation given by the new civil service 
administrator, and without being 
certified by their director as having 


“rendered satisfactory service” in | 


their posts. 


The Civil Service Commission, 
Which has been the policeman of 
Civil service since 1883, is abolished. 
The administrative duties are trans- 


ferred to the Civil Service Adminis- | 


trator, who, though appointed by the 
President, is himself selected on the 
basis of competitive examination, 


from politics is to be enforced by 
of seven members with seven-year 


overlapping terms and provided with 
funds for investigation. 


The Civil Service Board, says the | 
committee, for which the President | 
Can secure the ablest men and wo- | 
men of the country, drawn from | 


business, administration, education, 
the professions, labor and finance, 
Will be “the watch-dog of the merit 
system.” 


Under the program of the com- 


. mittee it would be impossible to ap- 
| point to this board any person who. 
' is a party committeeman, or 
has held or run for political office | 


who 
within five vears. 


NO INDEPENDENT COMMISSION 
The Committee on Administrative 
Management also condemns all other 


independent commissions have been 


| created one by one over the last 50 | 
_ years and that they threaten in time | 
_ to become “a headless fourth branch | 
| of the Government, 


plated by the Constitution, and not 


responsible administratively either to | 


the courts.” 
The budgeting and planning are, 
together with personnel, the three 


si | Manageri ies which s 
given civil service status, however, | Gerial-agenciss Which should-be 


without taking a qualifying exami- | 


strengthened, in the opinion of the 
committee. It is pointed out that the 
Bureau of the Budget was by law 
supposed to engage in efficiency re- 
search and to promote economy, but 
that the whole Budget Bureau 
spends only $187,000 a year though 
it is responsible for dealing with bud- 
gets of billions. 

The committee recommends that 
the staff of the bureau be expanded 
immediately, particularly through 


the development of its efficiency re- | 
| séarch division, which will advise the 


. | President in reassigning and reor- 
while the protection of the system | eT 


ganizing the work of the executive 


_ branch under the recommended pro- 
an unpaid citizen board, composed | 


gram. 


BUDGET AND PLANNING 

Planning has been carried on 
thus far through a temporary Na- 
tional Resources Committee and 
through many interdepartmental, 
State and local planning commis- 
sions and committees. 

The committee insists that this 


| Should be made permanent by the 


establishment of a National Re- 
sources Board. This board would 


plated. 


be advisory only and would work 
directly under the President to as- 
sist him in thinking broadly about 
the “state of the nation,” dealing 


particularly with problems which 


cut across departmental and 
diction lines. 


The board will continue to rely on 


interdepartme 
boards and commissions when used | P ntal committees and 


for management, and recommends | 
| that they be abolished and their 
work transferred to the regular de- | 
partments in which there would be | 
| set-up, wherever needed, a commis- 
| sioner or board to deal exclusively 
with the judicial phases of the work. | 

The committee points out that the | 


would encourage State and local 
planning bodies. The committee 
believes that the pur- 
pose of planning in America should 
be to bring into the center of 
government more intelligent re- 
Search and long-range thinking 
about all our related problems, 
especially those dealing with water, 
land and natural resources, so that 
the Congress and the President 
may, in determining policy and 


| Carrying on the Government, make 
| 

BOL conte a better job of it, and so that the | 

Federal Government and the States | 


_ the President, to the Congress, or to | and localities may work together 


more effectively in 
common problems. 


NEW P.ANS FOR AUDIT 

Accountability of the executive 
branch to the Congress, the com- 
mittee maintains, has been con- 
fused and ineffective in the past 
because of the fact that the Con- 
troller General has endeavored to 
control the spending policy of the 
departments. 


This the committee regards as 


dealing with 


power” and recommends the abo- 
lition of the office and the estab- 
lishment of a new office of auditor 


The committee does not blame 
any person for this failure, but says 


that the system as set up by law 


Was impossible from a _ business 
Standpoint, and certainly unconsti- 
tutional, if what has happened un- 
der the law was actually contem- 
The committee points out 
that the dangers of the law were 
recognized before adoption by Gov. 
Frank O. Lowden, Carter Glass, and 
other experts, and since its enact- 


more competent public 


| _ more free to do their best, and co- 
“an unconstitutional usurpation of 


_ able to the Congress, 


ment by President Hoover and by | 


the committee on Federal expendi- 
tures of the United States Chamber 
of Commerce. 

In line with these criticisms the 
committee recommends that there 
be a post-audit, by an independent 
auditor (taking no part whatsoever 
in making administrative decisions), 
reporting illegal and wasteful prac- 
tices directly to the policy-determin- 


ing body, that is, the Congress, as 


would be done in any American 
business concern. 

Current administrative audit is 
transferred to the Treasury, under 
guidance on legal matters by the 
Attorney General, and the business 


_of keeping the accounting system 


up to date is intrusted in the Treas- 
ury, where it may be related to the 
budget system. 

In its conclusion, the Committee 
on Administrative Management 
says: 

“These changes cannot be adopted 
and maintained unless the American 
people itself fully appreciates the 
advantages of good management 


_ and insists upon getting them. 


“The need for reorganization 


| rests not alone on the idea of sav- 
| ings, considerable as they will be, 
' but upon better service to society. 
| The times demand better govern- 


mental organization, staffed with 


servants, 


ordinated by an executive account- 
and fully 
equipped with modern tools of man- 


agement.” 
general to do what the controller | 
was supposed but failed to do for | 
15 years, namely, give Congress an | 
independent annual audit and a. 
report on illegal transactions. 


The President’s Committee on 
Administrative Management was 
appointed last May. It is made up 
of: Louis Brownlow of Chicago, di- 
rector of the Public Administration 
Clearing House, chairman; Luther 


Institute of Public Administration, 
and Charles E. Merriam of Chicago, 
chairman of the Department of 
Political Science of the University 
of Chicago. Its director of research 
is Joseph P. Harris of the staff of 
the Committee on Public Adminis- 
tration of the Social Science Re- 
search Council. 


inauguration day, 
| frontier 
_ Harrison, was inducted into office 
| after his victory in the uproarious 


| from the Capitol. 
| closely surrounded by soldiery as it 


tory, 
Samuel Tilden, was not approved 
| by Congress till 4 o’clock in the 
_ morning of March 2, 1877. 
Gulick of New York, director of the | 


fied 
_ “march on Washington” to prevent 
| Hayes from taking office. There was 
| the complicating factor that March 


repeated. The crowd scrambled 
and fought to get in. Waiters bear- 
ing refreshments were stampeded 
and crashes of breaking china and 
glass mingled with the dinful shouts 
of the guests. Frontiersmen in 
muddy boots clambered onto the 
richly upholstered chairs to get a 
better view. Jackson was all but 
crushea by the press of well-wishers, 
till some of his friends linked arms 
and made a protecting human bar- 


rier around him. 
Like his father at Jefferson's in- 


auguration, John Quincy Adams, 
the retiring President, was a neg- 
lected and forgotten figure while 
this hullabaloo was in progress. 
Finding the day “warm and spring- 


_ like,” he ordered his horse and rode 


off into the country with but a sin- 
_ inaudible voice” an inaugural ad- | 


an end of the | 
_ animosity and nard-feeling gener- 
ated during the campaign. Uproar- 


gle companion. 


FATAL TO “TIPPECANOE”’ 

Twelve years the nation waited 
for another such ebullient demon- 
stration of popular enthusiasm on 
when another 


general, William Henry 


“log cabin and hard cider” campaign 
of 1840. His triumph resembled that 


of Jackson in many ways. Jubilant | 


frontiersmen, many of them plum- 
hungry office-seekers, 


campaign enthusiasm into the in- 
auguration festivity. 

The old general was destined 
not to survive it long. Exposure in 
the raw March. weather and the 
fatigue of meeting droves of office- 
seekers were too much for “Old Tip- 
pecanoe.” He caught cold, took to 
his bed, and exactly a month after 
Lis inauguration succumbed to 
pneumonia. Triumphal cries of the 
“singing Whigs” who had won the 
election for him quickly turned to 
dirges and lamentations. 


Forty-eight years later the inaugu- 


_Yration day of another Harrison 
| dawned raw and chilly. There was 


a cold, drizzling downpour as the 


' first President Harrison’s grandson, 


Benjamin, set out for the Capitol. 
Superstitious persons spoke of the 
“Harrison hoodoo.” President Benja- 
min Harrison came through his cold 
and dreary induction without ill ef- 
fects, however, and not so very wet 
either, thanks to the consideration 
of the retiring President, Grover 
Cleveland, who stood beside him 
holding a big umbrella over his head 
during the outdoor ceremonies at 
the Capitol. 


FEARS FOR LINCOLN 

For the safety of no President on 
inauguration day were graver fears 
entertained than in the crucial 
Spring of 1861 after Abraham Lin- 
coln’s election had disrupted the 
Union. Washington was honey- 
combed with disloyaty to the new 
administration. Persistent reports 
of a plot to assassinate Lincoln at 
Baltimore so worried the authori- 
ties that they changed the route of 
his approach to the Capital City 
from his home in Springfield, Ill. 


The air of dread lest he be 
harmed continued to pervade the 
city on inauguration day. Vast 
throngs swarmed around the plat- 
form where Chief Justice Taney— 
who had written the Dred Scott 
decision which Lincoln denounced— 
swore in the new President in a 
voice ‘trembling with emotion, while 
Stephen A. Douglas, the “little 
giant” who had been defeated by 
Lincoln in the campaign just closed, 
appeared conspicuously on the plat- 
form to show his loyalty and held 
Lincoln’s tall stovepipe hat during 
the inaugural address. 

There was dread expectancy lest 
a fatal shot ring out, or a rush of 
rebel conspirators be made from 
the colonnades that formed the 
background of the scene. Extraor- 
dinary precautions were taken to 
guard Lincoln on his way to and 
His party was 


proceeded along Pennsylvania Ave- 
nue and marched between heavy 
board barricades from the street to 
the Capitol building. 

When Lincoln was felled by the 
assassin’s bullet four years later, a 
hotel parlor at the Kirkwood House, 
where Vice President Andrew John- 
son lived, was the scene of simple 
ceremonies inducting him into of- 
fice. 

Similarly shorn of pomp and 
panoply have always been the pro- 
ceedings by which Vice Presidents 
have succeeded to power amidst na- 
tional mourning for the several 
Presidents who have died while in 
office. 


THE HAYES DISPUTE 

On one occasion a cause other 
than death made a private inaugu- 
ration, ahead of the regularly pre- 
scribed date, seem expedient. Fol- 


_ lowing the vexed election of 1876, 
the Electoral Commission's decision 


giving Rutherford B. Hayes the vic- 
by one electoral vote, over 


Turbu- 
lent threats had been made to over- 
throw the decision. Some dissatis- 
elements had counseled a 


4 fell on a Sunday. The inaugura- 
tion ceremonies accordingly had 
been postponed till Monday. 

But President Grant feared pos- 


swarmed to | 
troller General from the time the 
office was created until June, 1936, 


A PLEA FOR RETAINING 


“WATCHDOG OF TREASURY” 


SECTION of the report by 

the President’s Commmittee 
on reorganization of Federal 
Government was devoted to a 
criticism of the General Ac- 
counting Office which was set 
up by the Budget and Account- 
ing Act of 1921, 


Although one of the main objects 
of the Act, said the report, was “the 


improvement of the Government’s 
accounting system, very little of real | 


and lasting value has yet resulted.” 


the Comptroller General to slow up 


by the Executive Department. 


The committee recommended that 
the office be abolished and its func- 
tions transferred to the Treasury. 
An auditor general would then be 
appointed to make a post-audit of 
Federal expenditures, making a re- 
port to Congress after the money 


John R. McCarl, who was Comp- 


and whose administration of that 
office the report indirectly attacks, 
has very definite opinions in regard 
to the value of the GAO to the Gov- 
ernment. As soon as he had read 
the committee’s report, he issued a 
Statement. which follows in full 
text: 


“Some of the changes suggested 


vastly more far-reaching than ap- 
pears on the surface, and at least 
one goes to the very foundation of 
our plan of self-government. 

“For instance, its proposal to 
emasculate our independent ac- 
counting system so brings into ques- 
tion the authority of the Congress 
to effectively safeguard and pre- 
scribe the uses of public moneys 


as to go far beyond any maiter of | 
It | 


reorganizing existing agencies. 
appears in effect a proposal to re- 


vamp the respective jurisdictions of | 


two of the three co-ordinate 
branches of Government—with loss 
by the Congress of means whereby 
to discharge its constitutional re- 
sponsibilities to the country. 


SAFEGUARDS THREATENED 


“The independence of our ac- 
counting system is based upon the 
authority and responsibility of the 
Congress to safeguard and to pre- 
scribe the uses of the public moneys. 
Such authority is essentially in the 
people’s forum in any self-govern- 


counting Office, 


sible consequences of an_ inter- 


regnum even of a few hours, 


He invited Hayes to dine at the 
White House Saturday evening, 
March 3. Chief Justice Waite was 
also there. Just before dinner 
Grant led his guests into the Red 
Room and Hayes was secretly sworn 
into office by the Chief Justice. 
The public inauguration ceremonies 
went off as scheduled on Monday, 
with the crowds unaware that Hayes 
had been Chief Megistrate in fact 
for two days and that Grant, who 
rode with him to the Capitol, had 
for a like period been a private citi- 
zen instead of President. 


' ing society—and is constitutionally 


vested in the Congress of the 
United States. It would be little 


more than an idle gesture for the 


Congress to stipulate or limit by law 
the uses to which a particular ap- 
propriation might lawfully be eme 
ployed and be without means of ex- 
acting observance of such law by 
the spending agencies. The present 


_ law provides that means by impos- 


ing a duty upon the General Ac- 
an agency inde- 
pendent of the spending branch, to 


_ See to it that such laws are observ- 
The present system is also criticized | 


for the manner in which it allows | 


ed. If the independent accounting 
system should be emasculat~~* as 


| proposed, the Congress would be 
spending programs being carried out | 


without such means and would be 
impotent in these vital matters. 
“Then, too, when economy in 
Government is so utterly essential, 
due to our public debt condition, 


any wisdom in striking down our 


one money-saving agency is difficult 
to see. 


TREASURY “STRANGLE HOLD” 

“But even if these vital matters 
were not involved, the proposal to 
give the Treasury Department such 
a strangle hold on all other depart- 
ments and activities of Government 
would seem woefully to unbalance 
the machinery of the executive 
branch. 

“The fact that the proposal is 
camouflaged by an attack upon the 
administration of the independent 
accounting system during the first 


| 15 years of its existence must not be 
by the President’s committee are | 


permitted to divert attention from 
the real and vital issue involved. 
Such attack appears to have been 
necessary, as so bold a proposal 
could hardly have been advanced 
behind a lesser smokescreen. For- 
tunately, the misleading and inac- 
curate statements appearing in the 
committee’s report as basis for its 
recommendations are all susceptible 
of correction by the public records. 

“Even if during those 15 years we 
were prevented from being 100 per 
cent perfect in exacting law obser- 
vance in the uses of public moneys 
—and even if tender toes were 
necessarily trod upon in the effort— 
such considerations afford no reason 
whatsoever why so fine a system 
and one so essential to the success 
of our plan of self-government, 
should be emasculated. 


SEES SYSTEM “CRUCIFIED” 

“It should be strengthened, not 
crucified. 

“The fact that our one great of- 
fense was that of trying too hard 
to keep the spending agencies with- 
in the law, is a criticism that should 
be heartening to that upstanding 
force that mans the General Ac- 
counting Office. 

“I fear the President has been 
misled by his advisers and doubt 
that the Congress will give much 
consideration to any proposal in- 
volving a giving up of means ade- 
quate to discharge of its constitu- 
tional responsibilities. 

“The system—the independence 
of the accounting system from 
domination and control by the ex- 
ecutive branch—is the vital thing. 
It would be a long step backward 
for the Congress to surrender its 


| right to exact law observance in the 


uses of the public moneys.” 


THE SUPER CHIEF 


39°%4 hours Chicago to Los Angeles. From Chicago each 
Tuesday, Extra Fast—Extra Fine—Extra Fare, Completely 


AIR-CONDITIONED. 
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only. Extra Fare. Completely AIR-CONDITIONED. Through 
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Cartoonist Harper in the Birmingham Age-Herald 


Not Entirely Hog-proof 


Editorial Comment 


Pro and Con on: 
1. The Budget Message 
2. Surplus Earnings Tax 
3. Sterilizing Gold 
4. The Postal Deficit 


RESIDENT ROOSEVELT’S message, with is 

promise of a nearly balanced budget, is con- 
sidered encouraging by 46 per cent of commenting 
newspapers, but to 54 per cent public expenditures 
are still too great. 

Controversy is aroused by the President’s appeal 
to private business to increase employment and re- 
duce relief needs. It is held that Government 
competition reduces the prospect of creating new 
jobs. It is also argued that labor controversies like 
the motor strike upset financial conditions. 

Favorable comments on the budget place empha- 
sis on the belief that the President is determined 
to put the Government’s house in order, and that 
he gives assurance to the country. 


x 


The Tax On Surplus Earnings 


ALL commenting newspapers indorse the position 
taken by the Interstate Commerce Commission 
that the Federal tax on surplus earnings works 
harm to the railroads. Some editors argue that the 
harshness of the law should be abated even though 
the principle of an undistributed profits tax be re- 
tained. 
Nearly all editorials agree with the Commission 
that railroads should be encouraged to use earn- 
ings to retire funded debts and create surpluses 


Cartoonist Talburt for the Scripps-Howard Newspapers 


Isn’t It About Time to Straighten This Out? 


to meet emergency needs. 

The statement of the Commission that the roads 
“should use their earnings to improve their prop- 
erties, and afford insurance against obsolescence,” 
is declared sounder finance than that written into 
the tax law. 


xk * 


Gold vs. Inflation 


ECISION of the United States Treasury to ster- 
ilize gold (to hold it in storage), is believed »y 
41 per cent of commenting newspapers to be the 
only way to prevent credit inflation. But 59 per 
cent insist this action fails to meet a situation pro- 
duced by Government borrowing, and is a substi- 
tution of Government control over finance, in place 
of the natural play of business forces. 

Advocates of the plan contend that record gold 
production throughout the world leads to such ac- 
tion, and that it will be fully effective, if Govern- 
ment borrowing is stopped. 

It is argued, on the other hand, that resort to 
nationalized bank credit insures a nation through 
loss of automatic checks supplied by an interna- 
tional gold standard. 


x * 


Cost of Postal Service 


(THE Post Office deficit of some $16,000,000 for 

“normal postal service” is blamed by 52 per 
vent of commenting newspapers on the policy of 
furnishing service at less than cost to the demand- 
ing public. But 48 per cent credit the deficit to in- 
creased expenditures for better service and shorter 
work hours. 

Some editors hold the deficit is reasonable; that 
the Department could not be rigorously held to a 
balance of income and outgo without cramping 
the business and industrial life of the country, 


+ 


SENTIMENT DIVIDES ON FEDERAL REORGANIZATION 


PRESIDENT ROOSEVELT’S proposed reor- 

ganization of the Executive Department of 
the Government is indorsed by 56 per cent of 
commenting newspapers; it is condemned by 44 
per cent of the press. 

One phase of the report—extension of the 
Civil Service—receives a greater proportion of 
approval, although the public is warned against 
any attempt to protect party appointees through 
such extension. Warm support is given to the 
office of Comptroller General and the Civil 
Service Commission, both of which the report 
would abolish. 


Chief objection to the 
proposed plan is that it 
does not indicate  sub- 


CHIEF OBJECTION 
RESTS ON LACK OF 


ECONOMY EMPHASIS stantial economies in the - 


cost of Government, although it is conceded by 
some editors that its ideal of efficiency may 
ultimately point the way to economy. 

“It provides a commendable starting point for 
a wide study of departmental overhauling, long 
needed in the interest of efficiency and eco- 
nomy”, thinks the Philadelphia Inquirer (Rep.). 

Referring to the suggested addition of two 
new departments, for supervision of social wel- 
fare and public works, the Jnquirer is convinced 
that there would be no gain in efficiency or 
economy, if it meant a gain for a bureaucratic 
system. 

“Tightening up of the budgetary controls,” 
states the Baltimore Sun (Dem.), quoting that 
part of the President’s recommendations, “is an 
urgent need,” but that paper points out that 
“Mr. Roosevelt will be doing nothing more than 
correcting abuses for which his own Adminis- 
tration was responsible.” The Sun continues: 


ARGUMENT AGAINST ver, against 
ELIMINATION OF ag 


that part of his plan 
SOME AGENCIES 


which would result in 
subordinating the hitherto independent regu- 
latory agencies of the Government to adminis- 
trative control. ... Any proposal for making 
these tribunals adjuncts of the executive arm of 
the Government would be a drastic departure 
from the theory on which the Federal system of 
business regulation has been founded.” 

“There is no doubt,” declares the Indianap- 
olis Star (Rep.), “about the need for greater 
simplicity and more efficiency in handling the 
Government's business.” 

“Ultimate economy is to be expected,” it is 


Cartoonist Elderman in the Washington Post 


It’s Your Baby! 


maintained by the Roanoke World-News 
(Dem.); “as a result of a more efficient organiz- 
ation of the administrative agencies of the Gov- 
ernment.” 

“The President’s message, remarkable for its 
eloquent forcefulness,” according to the Hart- 
ford Times (Dem.), “is convincing in its insis- 
tence that the time has come for keeping 
pledges and beginning to do something to assure 
businesslike efficiency in Democracy’s govern- 
ment. ... The question at ultimate issue is not 
primarily the saving of money but the saving 
of Democracy itself from the monstrosity of 
its administrative agencies.” 


TIME IS NOW RIPE “Already, as expect- 
ed,” remarks the Provi- 


IT 1S SAID, FOR dence Bulletin (Ind.), 
THE MAJOR CHANGES “opposition as developed 
in Congress, which views the proposed reorgan- 
ization suspiciously, is likely to interfere with 
patronage and its prerogatives. But the Presi- 
dent is at the height of his power, with a tre- 
mendous popular opinion at his command. Now 
is the time, if it is to be done, to push—and push 
hard—for reorganization. 

“The broad general outline is in the right di- 
rection. But study is needed of the details and 
further comment must be withheld until the re- 
port is thoroughly digested.” 

“The inference is,” in the opinion of the Phil- 
adelphia Evening Bulletin (Rep.), “that the ex- 


pansion of executive powers which has come, 
largely in the last four years, is to remain; that 
emergency functions and powers are to become 
permanent. This means that the high cost of 
Federal Government is to continue; the Presi- 
dent talked very sympathetically of the need 
for higher salaries. Economizers, like Senator 
Byrd of Virginia, will take issue at this point, 
and taxpayer opinion will have its doubts. 

“The slam of the experts at the Comptrotier 
General and recommendation that his office and 
functions be reduced to those of a supervising 
bookkeeper, -also provokes criticism.” 

“It is clear,” says the Wilmington (Del.) 
News (Ind.), “that if any real savings are to be 
achieved, Congress will have to make them. The 
President expects only inconsequential econ- 
omies. Sizeable saving not only should but can 
be made. ... The task has needed doing ever 
since the turn of the century. It is more im- 
perative now than at any previous time.” 

“It seems, on first review,” concludes the 
Richmond News Leader (Dem.), “that only one 
of the five major recommendations—that for an 
extension of the Civil Service—is undeniably 
sound, 


“The proposal to cre- 
ate two new executive 


ARE NOT FAVORED 
departments defeats the 
BY SOME CRITICS chief aim of the admin- 


istrative reorganization and will give us a more 
expensive instead of a more economical admin- 
istration.” 

“It is fortunate for the taxpayers’ sense of 
proportion,” argues the New York Sun (Ind.), 
“that Senator Byrd got his word in first, for 
where is there a mention in the President's mes- 
sage or in his summary of his committee’s pro- 
gram of possible economies? Where is there a 
hint that a dollar will actually be saved? 

“Is there economy in the proposal to give the 
President a group of assistants to relieve him of 
detail work? Is there economy in tke proposal 
to create two new departments? 


NEW DEPARTMENTS 


“Is there economy in 


the proposal to do away 
IS QUESTIONED IN with the office of Comp- 


MANY INSTANCES trojter General and hand 


some of the duties of the office to an Auditor- 
General? is there economy in the proposal to 
do away with the Civil Service Commission and 
substitute for it the office of Civil Service Ad- 
ministrator?” 


ECONOMY OF PLAN 


TITLE REGISTERED U. S. PATENT OFFICE 


LETTERS OF 


COMMENT BY READERS OF THE UNITED STATES NEWS 


(Editor's Note.—Letters are selected 
on the basis of maximum interest to 
readers. Excerpts only can be pub- 
lished because of limited space. Com- 
munications not intended for public- 
cation should be so marked.) 


Religion and Moral Progress 

Sir:—The comment of Mr. Russau of 
Minnesota [in Yeas and Nays of Jan. 
4. on “Bridges from Man to Man”) is 
much appreciated... . “What is wrong 
with this system? Are the bridges 
broken down or antiquated?” Yes, these 
are sensible questions to ask, and until 
the fine and well-meaning churches of 
our great nation seek only to help, en- 
lighten and uplift men and women in- 
stead of any selfish thought of gaining 
membership for their church, can the 
structures that support the bridges of 
brotherhood be changed from the mate- 
rial supports of self and self-sceking to 
the spiritual and permanent support of 
true brotherhood. Then and then only 
will our bridges be above the ever turbu- 
lent waters of personal gain, sweatshops, 
unfair trade practices and countless other 
wrongs to our fellow man. 

To find such a fine editorial as yours 
in a religious newspaper or periodical 
would be only expected, but the great 
fact that all men are coming to realize 
in all walks of life that God is ever- 
present and through the thousands of 
daily and weekly press columns are not 
only realizing less fear in taking a strong 
stand for Christian thinking and living, 
but are finding it a duty to spread this 
light and opportunity for good that 
has been long idle and unused, is the real 
forward step. 

It will go forward, and our nation will 
advance and go forward with it as a 
beacon light to all the world. 

Monroe, La. G. R. WILLIAMS. 
xk tk 


The Strike Situation 

Sir:—I am sick and disgusted with 
the whole political situation in our coun- 
try today. 

There is our Chief Executive, home 
from his vacation at the peace parley. 
What did he accomplish? Nothing what- 


ever. What does he find on his return 
10me? His own country facing the worst 
strike era in its history. It does not 
seem to me he shows he is one particle 
interested. 

What is the Labor Department ac- 
complishing for the settlement of our Pa- 
cific Coast strike? ... Here is the whole 
Pacific Coast export and import busi- 
ness tied up just on the whim of one 
man, and he an ilien. ... 

Being an Eastern man, in fact a New 
Englander, I thought I knew the temper 
of the American people, but like 
thousands of others * find it past under- 
Standing the stand this country took 
on Nov. 3... All there is left for a poor 
Republican is to pray. R. H. COLBURN. 
Exeter, Calif. 

* 


A Vote of Appreciation 


Sir:—The last national campaign was 
so rotten in the way of abuse toward the 
President that I think it was one of the 
main reasons for his overwhelming ma- 
jority, plainly showing that the voters 
were not afraid of the dire calamities 
prophesied in the event of Mr. Roose- 
velt’s reelection, and besides they were 
showing their appreciation of the many 
good things they were privileged to en- 
joy during his rule of the past four 
years. 

I was not formerly a supporter of Mr. 
Roosevelt. I supported Mr. Hoover al- 
ways, and I am still a great admirer of 
this great and good man. I was one 
of the “low income” individuals that you 
claimed were responsible for Roosevelt's 
great majority. I do not consider this 
to be a reflection upon the intelligence 
of this class of his supporters. The only 
thing it plainly showed was they voted 
their own sentiments without being co- 
erced or intimidated as they had been 
heretofore. 

I think that after President Roose- 
velt’s unprecedented endorsement, we 
should lay aside our little prejudices and 
cooperate instead of being ready to criti- 
cize every move being made even before 
it has a chance to prove whether it is 
right or wrong. . H. M. BAILEY 
Houston, Tex. 


+ Effect of Low Interest Returns 


Sir:—We old folks who have saved and 
invested in securities have a hard time 
to get necessities ... “Prosperity” is just 
Government spending and taxes mount 
while interest return has just about 
vanished, money has been so cheapened 
by the New Deal. Milk is prohibitive, 
bread is high and meats up in the strato- 
sphere. ...A substantial investment in 
bonds now barely produces $300 per an- 
num upon which two old people must 
live, maintain their litt!e home, pay 
taxes and keep even with the world. 
We have done it for four long years, but 
it gets worse as living and taxes ad- 
vance, E. B. 
Berlin, Md. 


* * 


Own Opinions Preferred 

Sir:—We trust that you have con- 
cluded since the last election that it is 
just as well to let people vote as they 
please without taking so much time and 
effort in trying to tell them the faults 
of the existing regime, and how to cor- 
rect them. ... We just will have our 
own opinions as to things needed. 
Eldorado, Tex. MRS. D. C. HILL. 


Likes Editorials 

Sir:—This is an appreciation of your 
fine editorials which have strengthened 
our courage during the past three years. 
and we look to you now to help us think 
Clearly through the confusion of the 
next few years. 

Here in the rural districts we are en- 
tirely familiar with the methods used to 
secure the so-called “landslide;” al) of 
which increase our anxiety for the fu- 
ture, A. B. 
Bellefonte, Pa. 

* 


Jackson’s Views of Government 
Sir:—I think that you have done the 


country a service by publishing in your ~ 


Dec. 28 issue 
Ago,” 


“Just a Hundred Years 
excerpts from the writings of the 


Democratic idol, Andrew Jackson. The 
hard sense and the fine English of the 
writers of those days make an impres- 
sive contrast with the many outgivings 
of today. BURDETT K. MARVIN. 
Riverside, Cal. 


x * 


Anti-Alien Legislation 


Sir:—Regardless of the fact that busi- 
ness is better, national income increased 
and banking made safe since 1933, there 
are Still 10,000,000 persons uncmployed 
in the United States. ... 

Can American business be built up to 
the point where it can absorb all the 
unemployed? The answer is in the nega- 
tive. There are too many workers for 
the available jobs in gainful pursuits... . 
The only solution of the unemployment 
problem is to reduce the number of 
American employables ... by enacting 
and enforcing the following laws: 

First: Prohibit the nationals of any 
foreign country from becoming natural- 
ized American citizens and from enter- 
ing the United States of Americe or any 
of its dependencies, except in connection 
with the International Diplomatic Serv- 
ice and upon passport duly vised. 

Second: Deport all aliens. ... 

Third: Deport all foreign-born citizens 
who have a criminal record. 

Fourth: Prohibit all aliens from ac- 
quiring title to any real estate within the 
United States. .. 

Fifth: Prohibit American citizens, 
firms or corporations, from purchasing 
any foreign securities, governmental or 
otherwise... . 

Sixth: Provide ample security for old 
age and adolescence, and thereby elim- 


inate these submarginals of efficient 
labor from ‘he list of American em- 
ployables, 


From official reports and discussions, 
in the year of 1935, there were 7,500,000 
aliens in this country, of which number 
6,000,000 were holding American jobs, the 
remaining 1,500,000 being on relief rolls, 
and it is to be presumed that the situa- 
tion has not changed much since that 
time. F. D. COSNER. 


Dade City, Fla. 


« 
THe 
CONST! TU TION 


THE 
CONSTITUTION 
> 
CHANGERS 


Cartoonist Sykes in the Boston Evening Transcript 
“Fancy Meeting You Here!” 


What the Editors 
Are Saying About: 


1. Civil Service Reforms 
2. Right of Free Speech 
3. The Housing Program 
4. Farm Tenant Problem 


UBLIC demand for civil service reform, as a re- 

sult of the annual report of the Civil Service 
Commission and an appeal by the Reform League 
is reflected in the arguments for a change made in 
87 per cent of commenting newspapers. No oppo- 
sition to improvement in the service appears in 
comments, but 13 per cent of the commentators 
hold that politics is so strongly entrenched in this 
country that reform is impossible. 

The contention is sent forth that increased num- 
bers in the public service make it desirable that 
merit and efficiency be upheld, both for the benefit 
of employes and that Government business may be 
handled with the best results. 

Encouragement for the present movement is 
found in the fact that interest in efficiency has be- 
come so marked throughout the country that ef- 
forts in this direction are sure to have widespread 
support. 


* 


That Oregon Decision 


Two attitudes are disclosed in the press comment 

on the unanimous decision of the United States 
Supreme Court upholding, in an Oregon case, the 
right of peaceable assembly. The view of 64 per 
cent of the commenting newspapers is that the 
court action contributes much to American free- 
dom. To 36 per cent of the press, the court has es- 
tablished a point beyond which the States cannot 
go in restraining offensive propaganda. 

It is pointed out by one group that the ruling 


Cartoonist Warren in the Buffalo Evening News 


Another Sit-down Strike 


should have a wide application in States which 
have sought to outlaw radical parties; that there 
is enough law now to punish anyone who advo- 
cates violence as a political method. 


x «tk 


The Housing Program 


FFORTS to launch a housing program for the 
country are indorsed by 64 per cent of come 
menting newspapers as a means of meeting an 
urgent public demand and as a public health meas- 
ure. Plans are criticized by 36 per cent because 
they involve’ public competition with private en- 
terprise. 

Some point out that cessation of building in the 
last seven years has created a pressing need and 
that a good volume of building would be beneficial 
to business. 


@ 


Problem of the Farm Tenant 


}FFORTS of the Federal Government to reduce 

farm tenantry are viewed by the press with a 
50-50 division of sentiment. Regional meetings 
have brought out various plans for the develop- 
ment of farm ownership but the advocates are 
evenly matched by those who consider the problem 
too great for solution. 

It is argued that if the farm market can be im- 
proved, without extravagant subsidies, results 
could be achieved without placing a burden on the 
Government. 

Objectors to Federal action question whether it 
is the function of Government to set up and main- 
tain unsuccessful farmers in business. It is argued 
that other groups might demand similar treatment. 
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THE RECOVERY PROBLEM: A SEARCH FOR CLUES TO ITS SOLUTION 


Findings of the Brookings Institution in Its Study of Government Policies Employed 
In Coping With the Depression Both in the United States and Abroad 


January 18, 1937 


The United States News 
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HE world economically is at the 
cross-roads between progress and 
recession; “which way we go’ de- 
pending on private and public poli- 
cies now in the making. So con- 
cludes the Brookings Institution’s 
study, “The Recovery Problem in the 
United States,” whose scope and sig- 
nificance are surveyed in adjoining 
columns. Certain opposing views by 
Federal Reserve Board officials ap- 
pear on Page 14. Following are the 
conclusions, in full text, of the Brook- 
ings study: 


Perhaps the best means of clarifying the re- 
covery problem in the United States as it pre- 
sents itself today is through a recapitulation of 
significant trends and developments of the past 
four years. Many of the changes that have oc- 
curred may be regarded as constituting favor- 
able factors in the present situation, while oth- 
ers must be set down as unfavorable. In the 
following summary the order in which these fac- 
tors are listed is not intended to indicate their 
relative importance. 


1. FAVORABLE FACTORS IN THE PRESENT 
SITUATION. 


An abundance of loanable funds is available 
at low rates of interest. Owing to a combination 
of causes, the supply of both short-term bank- 
ing accommodations and long-term investment 
money is now unprecedentedly large. Interest 
rates are extraordinarly low, and the prospect is 
that they will remain comparatively low for 
some time to come. 

The burden of private indebtedness has been 
materially reduced in the course of the last 
three years. The argument has often been made 
that recovery is impossible without a vast writ- 
ing down of the bond and mortgage indebted- 
ness that has been built up over a long period 
of years. Our investigation shows that the pri- 
vate debt situation does not now constitute a 
deterrent to further recovery. As a result of a 
substantially higher level of prices, refunding at 
lower rates of interest and the replacement of 
bonds by stock, financial reorganizations and 
scaling down of mortgages, the shifting of debt 
from private to governmental hands, and a re- 
duction in interest rates by Government lending» 
agencies, the burden of private debt has been 
appreciably mitigated. 

The trend with respect to wage and price re- 
lationships has been unusually satisfactory. 
Since the end of 1933 wage rates have gradu- 
ally increased, while the prices of manu- 
factured goods have remained at a practically 
stationary level. The purchasing power of the 
laboring population has thus been steadily ex- 
panded. Increasing efficiency of production and 
a fuller utilization of capacity have made it 
possible for wage rates to advance relatively to 
prices, and at the same time for profits to in- 
crease satisfactorily. It is to be noted on the 
other side, however, that in some important lines 
both wage rates and prices are so high as to 
impede the process of recovery and the expan- 
sion of employment. 


FARM RECOVERY 


The balance between agriculture and industry 
has been materially improved. This is attrib- 
utable in part to normal recovery from the ex- 
treme depths reached during the depression; in 
part to the effects of dollar devaluation, which 
raised the prices of staple export commodities; 
in part to weather conditions, and in part to 
the Government program of restricting agricul- 
tural production. 


Uncertainty with respect to monetary and 
banking policies has almost wholly disappeared. 
Legislation with respect to both commercial and 
investment banking has largely alleviated the 
fears of depositors and investors with reference 
to the security of savings. As a result of the 
business recovery that has occurred and the 
waning political importance of the groups which 
had been most insistent on accomplishing re- 
vival through money panaceas, there now ap- 
pears to be little likelihood of further changes 
in currency policies. The Administration itself 
has for three years followed a policy of mone- 
tary stability and has taken a definite stand in 
favor of international stabilization, to be 
achieved as soon as conditions are propitious. 

Developments in the field of commercial policy 
have been laying foundations for an expansion 
of foreign trade. As a result of the breakdown 
of the international monetary system between 
1931 and 1933 and the growth of multifarious 
commercial restrictions, international trade was 
enormously curtailed, and its restoration has 
shown a serious lag throughout the recovery 
period. The trade agreements being consum- 
mated under the leadership of the United 
States Government are eliminating uneconomic 
restrictions and barriers and are thus clearing 
the way for a renewed expansion of interna- 
tional trade. 

The enormous accumulated deficiency of pro- 
duction is a powerful stimulus to further exrpan- 
sion. The backlog of requirements in the field 
of durable goods is so great that wé do not need 
to wait upon the development of any new indus- 
tries to lead the way forward. The mere process 
of making good deferred maintenance and ex- 
panding production sufficiently to provide an in- 
creased population with the usual types of con- 
Sumption goods would tax the nation’s produc- 
tive energies for some years. 

Finally, the confusion with respect to Gov- 
ernment policies has been greatly reduced. The 
conflicts and inconsistencies which were the in- 
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HAT can be learned, for the 

_ benefit of mankind, from the 
great depression and the course of 
the recovery up to the present? 

An answer to that question 1s at- 
tempted by the Brookings Insti- 
tution in its recent 700-page book 
published under the: title of “The 
Recovery Problem in the United 
States.” 


The Brookings Institution is an endowed 
institution in Washington formed for the 
purpose of interpreting economic informa- 
tion and making clear its lessons to the pub- 
lic and to those in charge of business policies. 
It does not collect basic facts itself. Many 
of its studies are financed by other organiza- 
tions or individuals. 


This latest study, paid for by the Falk 
Foundation of Pittsburgh, makes use of con- 
clusions reached in earlier inquiries on 
America’s capacity to produce and to con- 
sume and on the formation of capital. Fig- 
ures used are compiled largely from Govern- 
ment sources and from League of Nations 
publications. 


In addressing himself to the problem, Dr. 
Harold G. Moulton, who planned and coordi- 
nated the work, enlarged the scope of the 
study to include most ot the leading foreign 
nations. The reason for this was that the de- 
pression had an almost world-wide sweep 
and its course in the United States roughly 
paralleled the fall and rise of prosperity 
elsewhere. 


The two large nations which were not in- 
cluded in the survey are China and Russia. 
For China, information is not available. For 
Russia, published statistics show no evidence 
of a depression but rather of a continued and 
impressive rise in industrial production year 
by year. Moreover, Government management 
of industry there removes Russian experi- 
ence from the theme of the study, which is 
the course of depression and recovery in a 
competitive system of private enterprise 
modified by governmental action. 


No Formula Found 


The conclusions to which the study comes 
are printed on this page in a form showing 
what are at present the favorable factors now 
operating to advance or retard recovery in 
the United States. A program for the future 
is outlined. 


The central question arising from the 
survey is: What can a nation do to save itself 
from the effects of a drastic deflation and 
translate disaster into recovery? 


In answering the question interest centers 
on what governments actually did do and 
what were the effects of their actions. 


Policies adopted abroad are briefly re- 
viewed. Degrees of recovery in the leading 
nations are shown, with America intermedi- 
ate between the van and the rear. But the re- 
lation between recovery and the policies 
adopted for achieving it, the authors con- 
cluded, is not clear. They found it signifi- 
cant, however, that, for the first time in in- 
 ustrial history, the powers of government 
were extensively invc::cd to stem the tide 
of depression and to stimulate rcovery. 

Not merely a few nations took such action, 
the authors indicate, but all governments did 
so in varying degrees. Yor this reason, no 
‘comparisons could be made of the course of 
recovery when left only to so-called natural 
forces and recovery as affected by official 
actions. 

Four conclusions, however, were drawn, as 
follows: 


1.—It is not possible to prove by available 
data whether Government activity promoted 


+ or hindered recovery. 


the authors state, recovery was apparently on 
the way before extensive Governmental re- 
covery programs were launched. The United 
States is included in this group on the basis 
of the brief rise of production in 1932, which, 
however, was followed by a serious relapse. 

2.—It is not possible to measure with any 
precision the relative merits of specific types 
of recovery efforts. 


3.—Countries which remained on the gold 
standard show as a rule a considerably smaller 
degree of recovery than do those which aban- 
doned or modified that standard. The only 
inference drawn from this fact is that “gold 
bloc” nations suffered from the action of those 
who earlier abandoned gold. 


4.—The degree of recovery does not cor- 
relate closely with the extent to which gov- 
ernment funds have been employed for the 
purpose of promoting expansion. 

Summing up these points, the answer of the 


study is that no formula for government action 
has been found. 


Outlook for Prevention 


This answer refers to positive action—that 
designed to promote recovery. As to defensive 
action for checking the collapse of business 
and alleviating distress to individuals, the au- 
thors are of the opinion that under modern 
conditions governments can not possibly es- 
cape the adoption of these measures, no matter 
what the effect on business may be. 


In the face of these negative conclusions on 
dealing with a depression, the question arises 
whether a study of their causes might not lead 
to preventive action. 

The background of the great depression was 
analyzed with this point in view. These chief 
causes of the breakdown of the economic ma- 
chinery were found: 

First, the continuing maladjustments created 
by the World War. 

Second, the growing nationalism with a race 
to make each country as self-sufficient as pos- 
sible. Involved were trade restrictions and 
control of exchange. 

Third, expansion of agricultural production 
with the consequent drop in prices and in the 
purchasing power of farmers. 


Nation’s Peculiar Problems 


Peculiar to the United States were said to 
be these conditions: 


1.—A prolonged building boom and an out- 
put of automobiles at a level difficult to main- 
tain. 

2.—Increasing inequality in the distribution 
of income. 

On this last point, the study states: 

“Per capita income increased by 23 per cent 
between 1919 and 1929. Yet income of the 
farm population did not expand. Wages did 
not increase in proportion to productive effici- 
ency or to the national income as a whole. The 
most rapid rate of increase occurred in the high 
income groups, including salaried officials and 
receivers of profit from business enterprise. 

“In short, the flow of funds through con- 
sumption or trade channels was inadequate to 
call forth the full utilization of our productive 
capacity; while on the other hand the flow of 
funds into investment channels was greater 
than business men could use under the existing 
conditions in building additional plant and 
equipment. A maladjustment of fundamental 
character had thus arisen out of the distribu- 
tion of the national income. 

“The result was an inflation of security 
prices and consequent financial instability.” 

Hope of avoiding future depressions is seen 
by the authors of the study chiefly in prevent- 
ing this condition from arising again. 


In some countries, * 


But how may it be prevented? 

The answer is addressed to business men 
and to Government officials. Chiefly, this an- 
swer consists in an appeal to prevent prices 
from rising as production increases and to pay 
high “aggregate wages.” 

In relation to wages, the report says: 

“The condition most conducive to prosperity 
and economic progress is low labor costs com- 
bined with high returns to the workers. This 
means technological efficiency and fully em- 
ployed labor time.” 


From the price angle, the point is made that 
an increase in money cost of goods tends to 
check sales and output. The aim, declare the 
authors, should be, by low prices, to keep pro- 
duction high so that overhead and fixed costs 
will be low for each unit produced. Thus 
would the output be available for consumers 
in enlarged quantities and a continuous opera- 
tion of the economic system be promoted. 


Hope for the Unemployed 


These points bring up the matter of hours 
of labor. An earlier study by the Brookings 
Institution purported to show that, if the in- 
dustrial plant of the nation were operated at a 
point which would satisfy the capacity of the 
country to consume, the man power of industry 
would be inadequate under present hour stand- 
ards. An increase of hours rather tnan a re- 
duction was said to be indicated as a need for 
the future. 


This proposal ties in with the contention 
that prices should be kept low while total 
wages should be high. 


The study contends that shortening of hours 
as a means of absorbing the unemployed goes 
at the problem from the wrong end. This pro- 
cedure, the authors maintain, would be to raise 
the labor cost and hence the price, with the 
result that production would tend to be low- 
ered. 

What then are the prospects of absorbing 
the unemployed, who are estimated to number 
about 9,500,000? 


The chief hope is seen in an accumulated de- 
ficiency in the durable goods industry, which 
is estimated to be so great as to require the 
expenditure of 12 billion dollars annually for 
the next five years over and above the amounts 
being spent currently. 

After considering various factors concerned 
with increased population and demand for bet- 
ter types of goods by consumers, the study 
concludes: 


Danger of Another Crash 


“A production program of sufficient magni- 
tude to replace accumulated deficiencies within 
the next five years and expand output to a level 
that would provide a consumption volume 
commensurate with that in 1929 would be faced 
by a shortage of labor. The shortage may, of 
course, be met by expanding working hours 
either through lengthening the standard work- 
ing week or resorting to overtime.” 


But what of the situation when the accumu- 
lated deficiencies have been met? Is there not 


danger of a crash when this work is done and 


men are again thrown out of work? 


There is such a danger, say the authors. 
They add: 

“If industry undertakes to make up the ac- 
cumulated deficiency at too rapid a pace, the 
result will be an abnormal concentration of 
the labor force both industrially and geograph- 
ically. Our immediate problem, therefore, is 
not only one of recovery but also one of control 
looking to the prevention or at least the attenu- 
ation of another depression.” 


The study does not enter into the question 
of how this control is to be exercised. 


+ promoting longer run instability—is very real. 

Emerging labor policies endanger the recov- 
ery process. The most important among these 
policies is that pertaining to the reduction of 
working hours, on the mistaken theory that we 
can raise standards of living. The sharp rise 
in costs, unrelated to efficiency, would be cer- 
tain to result either in rapid rises in industrial 
prices, with profoundly disturbing effects upon 
the operation of the economic system as a whole, 
or the immediate halting of business activity 
with a consequent increase of unemployment. 
The struggle now going on within the ranks of 
labor over conflicting theories of labor .organ- 
ization and the intensive efforts being made to 
Strengthen the power of labor over industry con- 
stitutes a serious menace to the continuance of 
business prosperity. 


INDUSTRIAL LEGISLATION 


Ill-conceived industrial legislation would also 
serve to check the recovery movement, Cur- 
rent discussions and preliminary drafts of leg- 
islative measures indicate at one and the same 
time a laudable desire to safeguard public wel- 
fare through legislative provisions with respect 
to industrial practices, price policies, wages, 
hours of work, output, capital expansion, and so 
forth, and endless confusion and conflicts of 
opinion as to the regulatory policies that would 
bring about the desired results. Premature leg- 
islation along these lines would give rise to a 
new period of uncertainty and confusion. 


Finally, mention must be made of highly un- 
stable elements in the international situation. 
In many countries the expansion of business ac- 
tivity has not been built on sound foundations. 
In numerous instances it is largely attributable 
to military programs which, while they generate 
temporary business prosperity, do not directly 
raise standards of living or increase wealth pro= 
ducing capacity. They involve at the same time 
vast expenditures of public funds which simul- 
taneously increase the burdens of taxation and 
threaten financial stability. The condition of 
public finance in the world at large constitutes 
a fundamental factor of instability everywhere. 
A new series of fiscal and currency breakdowns 
with adverse effects upon American trade and 
finance is quite within the bounds of possibility. 
The threat of new wars not only forecasts the 
possibility of renewed wealth destruction, but 
also constitutes a barrier to the reestablishment 
of constructive international economic policies. 
The present recovery movement is unique in this 
regard. 


lll. AN INTEGRATED PROGRAM 

The foregoing recapitulation readily suggests 
the primary requisites and elements of an inte- 
grated program designed to promote further re- 
covery. The underlying necessity, to which every | 
policy must be related, is the reabsorption of the 
unemployed in productive activities. Only thus 
can improving standards of living be realized. 
Whatever merit production restriction programs 
may have possessed as a means of correcting 
in special cases serious maladjustments in the 
depth of depression and of stimulating the be- 
ginnings of recovery, they have no regular place 
in the continuous process of economic progress. 
An expansion in real incomes depends upon an 
increase of productive activity; it cannot be de- 
rived from an artificial expansion of money in- 
comes, unaccompanied by increases in the out- 
put of goods and services. 

In brief, the essential requirements for a con- 
sistent program of further recovery may be sum- 
marized as follows: 


The reestablishment of a balanced Fed- 
eral budget as a foundation on which to 
build enduring progress. 

The continuance of the present policy of 
maintaining a fixed price of gold and the 


establishment through international co- 
operation of a system of stable foreign ex- 
changes. 


The extension of the program of recipro- 
cal trade agreements as the most practical 
means of reducing artificial barriers to com- 
merce and reopening the channels of inter= 
national trade. 

The preservation of the generally favor- 
able ratio of prices. and wage rates, in the 
interest of progressively expanding the real 
purchasing power of workers and creating a 
demand for added production and employ- 
ment—placing emphasis upon price reduc- 
tions as a means of carrying the benefits of 
technological progress to all groups 

The maintenance, in general, of prevail- 
ing hours of labor, as the only means of 
meeting the production requirements ia- 
volved in restoring during the next few years 
the standards of living of the laboring 
masses and promoting the economic ad- 
vancement of the nation as a whole. 

The elimination of industrial practices and 
policies—private and public—which tend to 


evitable accompaniments of a Government re- 
covery program, forced by insistent pressures 
and undertaken with the double objective of re- 
covery and reform, have been largely, though not 
wholly, eliminated during the course of the past 
three years. Moreover, the atmosphere of doubt, 
uncertainty and distrust arising from conflicting 
theories, opinions and policies as between gov- 
ernmental and business leaders has in substan- 
tial degree been dissipated. 


Il. UNFAVORABLE FACTORS IN THE PRES- 
ENT SITUATION. 

On the darker side of the picture, interest 
centers not so much in the number of adverse 
factors as upon the vast potential significance 
of some of them. In fact, any one of several 
possible trends or developments might com- 
pletely change the whole economic outlook. 


The maintenance of fiscal stability remains a | 


problem of major difficulty. Our analysis shows 
that an early balancing of the budget is eco- 
nomically possible, but that such a consumma- 
tion will require resolute action in curtailing 
wasteful and unnecessary Federal expenditures. 
There is undoubtedly a strong disposition now to 
place the Federal credit upon a secure founda- 
tion; but economic, social and political pressures 
for the continuance or expansion of Government 
disbursements are powerful, and it remains an 
open question whether they can be successfully 


withstood. If fiscal stability is not achieved, the 


resulting financial and monetary disorganiza- 
tion and price inflation would in due course 
completely disrupt the process of constructive 
expansion now under way. 

There is some danger of an inflationary move- 
ment generated by forces operating in the field 
of private enterprise. The existence of super- 
abundant bank reserves and investment funds, 


as has already been indicated, provides a basis 
for and something of a stimulus to speculative 
activities and credit price inflation, both in the 
security and commodity markets. This situation 
has, however, existed for some little time with- 
out producing the results so frequently predicted. 
Thus, one must conclude that the money mir- 
ket situation is not necessarily of controlling im- 
portance with respect to commercial inflation. 
The most direct pressure in the direction of 
higher prices is that exerted by factors related to 
industrial costs and marketing conditions. 
Rapidly rising costs in a time of expanding and 


buoyant business activity lead to a rising spiral . 


of prices, costs, and again prices. An abundance 
of credit which lenders are desirous of putting 
to work makes possible, facilitates, and encour- 
ages such a price inflation. At the present junc- 
ture the possibility of such an inflationary move- 
ment—having temporarily stimulating effects but 


restrict output or to prevent the increase of 
productive efficiency. 

Shifting the emphasis in agricultural 
policy from restricted output and rising 
prices to the abundant furnishing of the 
supplies of raw materials and foodstuffs re- 
quired by gradually expanding markets. 


WORLD.AT CROSS-ROADS 


The.economic situation today is one of deli- 
cate adjustment and precarious balance. In a 
very real sense the world stands at the cross- 
roads. We may move gradually forward along a 
broad front, achieving progressively higher levels | 
of well-being; or we may suffer a reversal of 
current trends and enter upon a new period of 
recession, involving further deterioration of liv- 
ing standards and bringing a new era of disor- 
ganization, the consequences of which no one 
can foresee. Which way we go will largely de- 
pend upon private and public policies now in 


\ 


ry 


the making. 
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Credit for Recovery: 
To What Is It Due? 


UTURE Government relations to 

business are closely tied to the 

season's biggest argument now under 
way in Washington. 


What was the real cause of the recovery move- 
ment this country is enjoying? Did it just gen- 
erate naturally after a long period of decline? Or, 
were Government policies its actual basis? 

A long-range argument, of vital importance to 
business men and financiers, is getting under way 
on that point. Two early entrants in what prom- 
ises to become a highly intellectual—yet very prac- 
tical—debate are the Brookings Institution, headed 
by Dr. Harold G. Moulton, and the Federal Reserve 
Board, headed by Marriner S. Eccles. 

Dr. Moulton last week published a book entitled 
“The Recovery Problem in the United States.” This 
book was the product of the research institution of 
which President Roosevelt’s uncle is chairman of 
the board of trustees. In the conclusions attributed 
to Dr. Moulton, these points are made: 

“It is not possible to prove from the available evi- 
dence whether recovery has been impeded rather 
than promoted by governmental activity. It is not 
possible to measure with any precision the relative 
merits of specific types of recovery effort. The de- 
gree of recovery does not correlate closely with the 
extent to which Government funds have been em- 
ployed for the purpose of promoting expansion.” 
(An analysis of the Brookings study and the text 
of the conclusions and recommendations appear on 
page 13.) 


ARGUMENT FOR SPENDING 


President Roosevelt is convinced that the Brook- 
ings Institution is wrong. Mr. Eccles is prepared to 
argue against its conclusions. All Government 
planning of spending policy, of taxation policy, of 
banking policy, of money policy is based on an en- 
tirely different set of conclusions, which are being 
aggressively supported. 

Those conclusions are: 

First, that Federal Government money and 
spending policies are directly responsible for the 
present recovery. Research findings are offered to 
show that Government spending, not private 
spending, put the added purchasing power in the 
hands of the millions of people whose buying 
started the upward cycle. 

Second, that the Federal Government should in- 
corporate into its present structure a piece of ma- 
chinery to use in counteracting future reactions 
in private business. That machinery would take 
the form of a combined program of unemploy- 
ment insurance, work relief and public works. 


Third, that the Federal Government budget 
should never simply be passively balanced. Rather, 
it should be heavily out of balance on the deficit 
side when private business is slowing down, and it 
should be heavily out of balance on the surplus 
side when private business is humming. Spending 
is regarded as a major arm of depression-breaking 
tactics, with taxation a major arm of boom-break- 
ing tactics. 


WHAT THE TEST SHOWS 


Approach of a budget balance is claimed by Fed- 
eral Reserve officials to seal the argument concern- 
ing the efficacy of spending for recovery and to es- 
tablish the method for future use. 


“Up to a few years ago,” explained one Reserve 
Board official, ‘the idea of varying Government 
borrowing and spending in a direction counter to 
the borrowing and spending of private corpora- 
tions and individuals was widely condemned by the 
business and financial community as untried, un- 
sound and fraught with dire consequences. The 
picture now is in a fair way of being reversed.” 


Spending, he finds, now has been tried. This 
spending of borrowed money has been followed by 
greatly increased business activity. This greatly 
increased business activity is permitting an ap- 
proach to a balanced budget. 


“The significance of this,” say the Reserve Board 
Specialists, “is that a course of action formerly dis- 
cussed by only a few economists has now actually 
been tried on a large scale, is fairly widely under- 
stood and believed in, and offers a precedent for the 
future.” 


“TIMING’ IN FISCAL POLICY 


Officials planning Government policy go farther. 
They are studying questions of “timing” for the ap- 
plication of depression and boom controls. They 
have concluded: 


1—That money policy—control of bank reserves, 
of interest rates, of gold movements, of capital 
migrations—will be most effective if it is started 
considerably before an anticipated upturn or down- 
turn. The Reserve Board and Treasury are fol- 
lowing that conclusion today in their moves to get 
bank reserves under control and to sterilize imports 
of foreign capital. 


2.—That a reversal of fiscal policy—in other 
words, a turn from piling up surpluses through 
high taxes and contracting expenditures during 
periods of active business to a start of deficits 
through larger spending and possible tax reductions 
—would be most effective if made before the down- 
turn gains much momentum. The appearance of in- 
creased unemployment would be a signal for the 
Government to bolster purchasing power by larger 
outlays to offset contracting private outlays. 


THE BROOKINGS “PRESCRIPTION” 


The Brookings Institution does not accept this 
approach. Its prescription for recovery calls for: 
(1) a balanced Federal budget: (2) a fixed price 
for gold and stable foreign exchanges; (3) exten- 
sion of reciprocal trade agreements as the best way 
of getting down trade barriers; (4) price reduc- 
tions as a means of transferring benefits of tech- 
nological improvements to all groups; (5) mainte- 
nance of prevailing hours of labor: (6) elimination 
of policies, private and public, which tend to re- 
Strict production. 

This plan is aimed at helping the normal coun- 
teracting forces of the capitalistic system to func- 
tion without too positive governmental action. 


THE DIRECT AND 


INDIRECT EFFECT 


OF STRIKES ON NATION'S ECONOMICS 


+ + 


UTO workers, shipping workers 

stay out, striking. Pay rolls stop, 
movement of goods slows, uncer- 
tainty increases. Big question: Will 
recovery be upset? 


In Flint, Detroit, Saginaw, St. Louis, Janes- 
ville, elsewhere, machinery turning out parts for 
automobiles and assembly lines turning out au- 
tomobiles slowed and stopped. 

Thousands of men, one day earning 50 or 60 or 
70 or 80 cents an hour, the next day sitting idle 
by their machines, earned nothing. 

At home, families of these men, depending on 
their pay envelopes to buy groceries, clothing, 
utility services, to pay rent, to pay installments 
on refrigerators, cars, furniture, suddenly found 
themselves without income. 

In Washington and in State capitals and in 
mayors’ offices the President and governors and 
local officials were forced to decide whether tax- 
payers should be called on to feed men voluntarily 
idle, and whether or not Government should use 
force to guarantee owners possession of their 
property. 

Stockholders, with money in the business, sit- 
ting on the side-lines, saw a profit-producing ven- 
ture, faced with loss of business and of profits. 


These were immediate 
AUTO MAKING results of a strike that 
threw out of work nearly 

AND SHIPPING 135,000 men in General 
Motors’ plants while labor leaders and com- 
pany officials maneuvered for position—not so 
much on the question of wages or hours or work- 
ing conditions—but on the question of who should 
speak for the men in future collective bargaining. 

In San Francisco, San Diego, Portland, Seattle, 
Vancouver, at all West Coast ports, ships have 
lain idle at the docks since the first of November. 

Farmers’ produce, urgently seeking a market, 
has been backed up at shipping points. Merch- 
ants, urgently needing goods, have had difficulty 
replenishing stocks. Trade has slowed. Over 
30,000. men, normally at work on ships and on the 
docks, have been without wages. Business men 
have set their losses at not far from $500,000,000. 

These are immediate results of differences be- 
tween ship owners and labor leaders over the 
question of who shall determine which men are 
to be employed on the docks and on the ships 
plying from Pacific Coast ports. 

So it goes across the country: Strikes breaking 
out in key industries, some concerned with wages 
and working conditions, the most important ones 
concerned with questions of power. That issue, 
now being tested in automobiles and shipping, 
next is to be faced in steel and coal. 

But what is the immediate effect on business 
and industry and Government; and what the pros- 
pective effect of this warfare and threatened war- 
fare? Indexes of business activity are showing 


PARALYSIS OF 


outlook? 

Both the situation in the automobile industry 
and that in the shipping industry are regarded 
with deep misgivings, but not with alarm, by the 
Government’s appraisers of business. 

Individual communities, where strikes are in 
progress, report serious immediate effects on 
trade, similar to the advent of depression. 

In those communities, merchants quickly shut 
off credit to all without guaranteed income. Buy- 
ing tends to dry up in all but necessities, Even 
workers not on strike tighten their belts. Ten- 
sions develop that cause all businessmen to be 
increasingly cautious. Demands on relief agen- 
cies rise rapidly, with Governments more inclined 
to care for those in need regardless of why they 
are in need. 


Yet, for the country as 
a whole, there are few in- 
THEIR dications that strikes in 
ON BUSINESS effect or threatened, will 
reverse the recovery trend. 

The men who read the signs and make the ap- 
praisals for the White House report definite evi- 
dences of a check in some lines of business as an 
outgrowth of the automobile strike and the ship- 
ping strike. These chiefly are in some divisions 
of the steel industry and some divisions of the 
textile industry, where orders have been can- 
celled. 

But they point to other factors. 

The automobile strike, except in some parts 
plants, has been confined to branches of General 
Motors Company. This is definite union strat- 
egy. The result is that for the week ending 
Jan. 9, total automobile production increased from 
71,800 units to 86,800 units—a step up of 15,000 
units. Production compared with 88,000 one 
year ago and with 121,000 when the peak was 
reached Dec, 21. 

Output of General Motors cars fell rather 
sharply, but production of competing companies 
skyrocketed. At the same time John L. Lewis 
and his aides were active in seeking to settle iso- 
lated strikes that might affect supplies going to 
other plants than those of the. company closed 
by strike, 

The idea seemed to be that if strikes against 
plants of General Motors Company could be set- 
tled then other producers would have their turn. 


STRIKES LIMITED 


Still, there was a loss 


; of not far from $750,000 
THROUGH STOPPAGE each day that the strike 


OF AUTO PLANTS continued for men who 


might have been working but were not working. 
If that money had been paid out, it would rapidly 
have found its ways into the stores, buying goods 
that other workers produced, and helping to 
keep the wheels of all industry turning. 

Right at that point, however, is another factor 
that influences the Government specialists who 
are judging the strike effect. 

They say that there really has been a boom 
in general trade that has started to tax the pro- 


EXTENT OF LOSS 


+ some downturn. What is the cause? What the + ducing capacity of some parts of industry. This 


boom, in their opinion, now has such momentum 
that it cannot be checked by the temporary idle- 
ness of a few hundred thousand .workers, any 
more than it was checked by the destitution of 
a few million farmers who suffered from the ef- 
fects of the drought in 1934 and 1936, 

So heavy had been the demand for steel and 
textiles and other commodities that the slackened 
demand from part of the automobile industry 
has enabled manufacturers to catch up on other 
orders. 

Still another factor is emphasized by the Gov- 
ernment appraisers. 

In 1933 and 1934, they explain, the automobile 
industry was leading the way to recovery and a 
strike would have had vital repercussions. To- 
day, in their view, while the automobile industry 
still is a major recovery factor, other industries, 
such as building and machine tools and electrical 
equipment, have come forward to a somewhat 
comparable position in the general parade. 


The official view is that 
the forces pushing the 
MIGHT ACCELERATE country toward even 
RECOVERY PACE greater business activity 
are so strong that strikes, unless more prolonged 
do more than slow up the procession. In fact, 
if strikes should be followed by further wage 
increases, the effect might even be to help ac- 
celerate the recovery. 

Not that any strikes are regarded as helpful. 

Government economists assert that strikes rep- 
resent a loss just as does any other destructive 
effort. The Pacific Coast shipping trouble is 
said to have had severely depressing effects on 
the business of that area, affecting large num- 
bers of people. If differences between employ- 
ers and employes could have been settled 
through negotiations without stoppage of work, 
the gains would have been real. 


SUCH A CONFLICT 


But in a period of ris- 
in business activity, 
WIDESPREAD a drag on recovery, yet 
not enough of a drag to reverse the trend. 

If the longshoremen and the seamen striking 
on the Pacific Coast could go back to work then 
goods would move again, businessmen would feel 
a release from uncertainty, industries now slowed 
down could speed up and a whole region might 
quickly come back to get in stride with the re- 
mainder of the nation. 


TREND REVERSED 


If the automobile workers could start up the 
assembly lines and the production lines again, 
wages now denied would be paid, spending would 
revive in factory centers, installment buying 
would re-open and important industrial areas now 
depressed would snap back to produce goods to 
fill a demand that continues to rise. 


(Further discussion of the automobile strike 
will be found under the head of “Labor” on Page 
15 and the pictorial story af the strike in Uncle 
Sam’s News Reel on Page 8.) 
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BUSINESS activity in December showed improvement over November 

in 45 States of the Union and in only one, Vermont, was there regis- 
tered a recession. This showing is credited chiefly to the remarkable 
volume of trading during the Christmas holidays, when business was 
estimated to have been better than in any year since 1929. These mars 
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of monthly business trends are prepared by The United States News 
from the Federal Reserve System’s report of check payments debited 
to individual accounts throughout the country with allowance made for 
changes in the wholesale commodity price index as determined by the 


Search Still Made for 
Workable NRA Plan 


DMINISTRATION advisers draft 

plans that would fulfil the NRA 

promise of a shorter work week and 
yet pass the Constitutional test. 


Ever since a unanimous Supreme Court ended 
the life of the Blue Eagle, President Roosevelt has 
had his heart set on a successor. 

At first he thought of trying to do something to 
the Court. But his intuition told him that the pub- 
lic was hardly in a mood. Then he pondered an 
amendment to the Constitution to permit NRA and 
AAA controls. Again the reaction was not so 
favorable. 

So, recently, the President—still convinced that 
Government must tackle the problem that NRA 
set out to tackle—set his frends at the task of 
trying to reconcile the Constitution with some form 
of regulation of working conditions in industry. 

Their ideas now are coming into the open. 
Nearly all have points in common. If any one of 
the prescriptions is accepted, business should find 
little difficulty in the taking. But whether any or 
all of the plans would meet the problem that Presi- 
dent Roosevelt sees is another question. 

His view is that employers are not giving all of 
the employment that they could give, owing to a 
lengthening of hours after the end of NRA. As he 
told Congress during the past week: 

“The tendency toward a longer work week has 
had an extremely important effect on reemploy- 
ment. Hours of work in manufacturing industries, 
as Shown by the Bureau of Labor Statistics index, 
averaged 33.3 hours per week in September, 1934, 
That average has increased by 20 per cent per week 
in October, 1936.” 


DRAFTING A NEW FORMULA 


President Roosevelt intends to recommend some 
plan of action to Congress. He is giving thought 
to the various proposals that have come from those 
who have been studying the problem. The list in- 
cludes those of: 

Donald Richberg, former NRA Administrator, 
whose ideas on using anti-trust laws to bar unfair 
trade practices are getting closest attention. 

Ernest Draper, Assistant Secretary of Commerce, 
who is recommending voluntary agreements be- 
tween business men based on stream-lined anti- 
trust laws. 

George L. Berry, the President’s Coordinator of 
Industrial Cooperation, who wants somewhat simi- 
lar agreements, but would go farther and let in- 
dustry fix prices. 

William Green, president of the American Fed- 
eration of Labor, who suggests voluntary agree- 
ments between employers and employes on wages 
and working conditions. 

The National Association of Manufacturers, 
which goes along with the Draper formula. 


THE RICHBERG PLAN 


President Roosevelt has not yet given formal en- 
dorsement to any of the plans suggested. He is 
studying them all. But the closest attention ob- 
viously is being directed to the ideas of Mr. Rich- 
berg and some men close to the White House are 
predicting that the President will ask Congress for 
a law embodying those ideas. 

Briefly, the Richberg plan is as follows: 

Congress would write into the anti-trust laws 
a definite list of practices judged to be unfair 
trade practices. Among these would be wages so 
low that they would be—on the finding of a Fed- 
eral commission—adjudged injurious to the health 
of the worker, or hours so long that they would be 
—on the same basis—adjudged to be deleterious. 

There would be no attempt to legislate specific 
minimum wages or maximum hours. 

Then, the plan calls for creation of a commis- 
sion that would advise industry on anti-trust law 
problems and would be empowered to give approval 
to lawful agreements between members of an in- 
dustry to bar the practices outlawed by the anti- 
trust statute. These agreements would be definite 
contracts. 

In this way—through voluntary agreements—the 
Government would seek to establish minimum 
standards of wages and working conditions in in- 
dustry. But, critics quickly point out, any such 
statute would cover only industries in interstate 
commerce and the Supreme Court has ruled that 
manufacture, mining and agriculture are local ac- 
tivities not subject to Federal jurisdiction. That 
would still leave sweatshop operators and other 
low-wage manufacturers untouched, and enforce- 
ment difficult. 

Mr. Richberg recognizes the shortcomings but 
thinks that such a plan is the best that can be de- 
vised under the Constitution as now interpreted. 
Once established, the idea is that the program 
could be extended over a broader field. 


ESSENCE OF OTHER PLANS 


Then there is the Draper plan. This is principally 
concerned with creating in the Department of 
Commerce a Division of Industrial Economics that 
would have authority to help business men reach 
voluntary agreements within the frame-work of 
the anti-trust laws, giving assurance that those 
entcring the agreements would not be prosecuted. 
An informal arrangement of that kind existed in 
the Department of Justice during the Administra- 
tion of President Hoover. All agreements would be 
expected to outlaw unreasonably low wages or 
overlong hours. 

The George L. Berry plan runs along the same 
line—encouraging business men to trade assurance 
that they will not be prosecuted for anti-trust law 
violations, for their promise that they will shorten 
hours and pay minimum wages. But Major Berry 
proposes to go a step farther and to give authority 
to corporations to fix prices in interstate commerce 
and then maintain those prices on their trade- 
marked goods. 

William Green wants a law that would create 
machinery through which representatives of work- 
ers in industry and their employers would negotiate 
agreements on wages and hours of work, with those 
agreements enforceable at law. 

President Roosevelt is reported at the moment 
to be leaning heavily toward the Richberg proposal, 
but to be skeptical of its efficacy in reaching the 
relatively small number of employers who are not 


interested in wage or hour standards. 
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labors HISTORY-MAKING FACTORS IN THE AUTO STRIKE 


elements in 
among 
aids 


‘THREE new 

struggle — Division 
workers — Technology 
strikers. 


N many respects the strike against 


the General Motors Corporation, 
now in the negotiation stage, is not 
just another strike. Both in 
methods and in issues it is a new 
phenomenon in American labor 
relations. 


Three chief facts give the auto 


strike a character of its own. 

The first is the nature of the in- 
dustry—highly technological, with 
all parts of it closely linked so that 
stoppage in certain parts quickly 
brings stoppage in nearly all parts. 
This fact makes it relatively easy 
for a union with moderate strength 
to bring wheels to a standstill. 


The second point is that, on both 
sides, the final authority for nego- 
tiations in the dispute heads up to 
remote points far removed from the 
actual factories. On the side of 
management, the authority is the 
New York office of the Corporation. 
Union spokesmen assert that the 
final voice is still higher up. On the 
side of the workers, the authority is 
not with local or even the national 
auto union, but with the Commit- 
tee for Industrial Organization, lo- 
cated at Washington, 

The third point is that methods 
used on both sides are what might 
be called the latest and most ap- 
proved types. They represent les- 
sons that have been learned from 
past strikes adapted to a new situ- 
ation and modified by current po- 
litical and governmental forces. 

Just how many workers must 
strike in an automobile plant to 
halt operations differs according to 
conditions. In one instance, 50 men 
are said to have halted work for ten 
times that number. In another 
case, operations proceeded to acer- 
tain extent when from one-fourth 


to one-third of the workers quit 
In other cases, work 
ceased without any one in the plant 
materials were 
not forthcoming from plants where 


their jobs. 
on strike because 


strikes had occurred. 


There was one instance of five 


men attempting a sit-down strike 
but finding themselves quickly 
ejected from the plant. Who ejected 
them was the subject of contradic- 


tory claims, the union charging the 
- @ompany guards with the act, while 


the management asserted 
other workers were responsible. 


OPPOSITION TO STRIKES 

While the nature of the industry 
makes a stoppage of work relatively 
easy, it may also lead to a situation 
in which the majority of workers 


that 


| 
| 


feel that they are being deprived of | 
their opportunity to work by a mi- | 


nority of the employes. 


Whether or not that situation has 
already arisen is, like almost all 
other aspects of this strike, the sub- 
ject of violent controversy. On the 
one side there are the mass meet- 
ings in auto centers which have 
adopted resolutions against the 
strike and protested to President 
Roosevelt and Governor Murphy of 
Michigan against being deprived of 
their right to work. Many petitions 
of workers in plants still operating 
have also been presented to the 


Salaries and bonuses to executives 
instead of being paid in wages. 


Company officials issued a state- 


ment to the effect that such an in- > 


vestigation - would be welcomed 
since the company has always or- 
dered its labor policies with a high 
sense of its public responsibility. 


NEW STRIKE TACTICS 
Finally, the methods used in this 
strike present many refinements on 


_ those employed in the past. 


take of making picketing 


management requesting that the | 


plants be kept open, strike or no 
Strike. 

On the other hand, the union 
leaders assert that new members 
are flocking to their standards so 
that organizing has become chiefly 
a matter of keeping records. As for 
the petitions for keeping the plants 
open, they are declared to be a de- 
vice of the management, signatures 
being attached to them under eco- 
nomic pressure. In some plants, so 
the leaders declared, the union 
members were authorized by the 
union to sign to avoid discharge or 
discrimination. | 


LINES SHARPLY DRAWN 


This strike is also in a class by 
itself by reason of the concentra- 
tion of authority by both sides. The 
labor strategy is decided by the 
Committee for Industrial Organi- 


zation, headed by John L. Lewis. On | 


the side of management, the Gen- 
eral Motors Corporation, operating 
plants in all parts of the country, 
speaks for all its plants. 


Mr. Lewis raised the question of 
the control of General Motors it- 
self. Its policy was said to be dic- 
tated by the Du Pont interests, 
which were declared to be linked 
with armament firms in other coun- 
tries. He called for a Senate in- 
vestigation of the company, its la- 
bor policies. its alleged accumula- 
tion of munitions for dealing with 
strikers, its financial control and 
the extent to which its revenues 
were being drained off into large 


The sit-down strike, used in many 
plants, has never before been used 
to the same extent in this country. 
It was popularized on a large scale 
in France early last year, and has 
been employed in rubber and other 


‘mass production industries sporad- 


ically here since that time. 


From the standpoint of the strik- | 


ers, the “sit-down” has the advan- 
largely 
unnecessary and of avoiding some of 
the danger ofclashes with company 
guards. It prevents also the re- 
moval of machinery to other plants 
Since the strikers in the plant are 
usually ready to use force to pre- 
vent such a move. 


Force was used in a Flint plant 
last week when the company police 
were found to have been armed 
with clubs. The strikers promptly 
disarmed them and kept the clubs 
themselves. 


From the standpoint of the man- 
agement, the sit-down strike is a 
weapon against which effective de- 
fenses have not yet been evolved. 
The municipal court in Flint, at the 
company’s request, issued about 
1,300 John Doe warrants for the ar- 
rest of those in control of three 
plants there, which they were 
charged with holding illegally. The 
warrants were not served, however, 
since the sheriff held that his power 
was not sufficient to enforce them. 


THE OUTBREAK AT FLINT 

Yet the sit-down tactics did not 
suffice to avoid violence that re- 
sulted in calling out the National 
Guard. 

To be effective, a sit-down strike 
must take place in a factory that 
fronts on a_ street. Otherwise 
strikers outside will be unable to 
provide those inside with food and 
other necessities. 

The local police, however, sought 
to prevent communications between 
outside and inside strikers. That 
was the signal for a riot in which 


27 persons were injured. Local au- 
thorities declared they were unable 


_ to handle the situation and called 
_ on Governor Murphy for aid. 


The Governor mobilized several 
companies of the National Guard 
and sent them in to preserve order. 


GOV. MURPHY’S STAND 
How did the Governor meet this 
question? 


In the first place, he declared 


said he would prevent strong-arm 
union men from outside towns com- 
ing to assist the strikers. This point 
recalls the flying squadrons of union 


_ forces used frequently in the textile 


_thizers from elsewhere have 


that neither side was to be aided. | 
_ JOINT CONFERENCE CALLED 


maintain safety and health regula- | 


His purpose, he declared, was to 


tions. This involved, for one thing, 
seeing that the sit-down strikers 
were not starved and that heat and 
the water supply were not cut off in 
the plant. 

To the company’s contention that 
the factories were being held ille- 
gally, he took the position that the 


| vite Homer 


strike of 1934 to bring about the 
closing down of factories. 

These tactics in the present strike, 
however, have been modified. There 
are no flying squadrons, but sympa- 
come 
as individuals. 


The Governor’s next act was to in- 
Martin, 
the United Automobile Workers, and 


| William S. Knudsen, vice president 
_ of General Motors, to meet him ina 
conference. 


violation of property rights in this | 


case involved deeper social questions 
and could not be treated as ordinary 
trespass. Consequently he refused 
to assist the local authorities in serv- 
ing the John Doe warrants that had 
been issued. 

On the other hand, the Governor 


Mr. Martin accepted without con- 
dition. Mr. Knudsen accepted, say- 
ing that he would be glad to reiter- 
ate to the Governor the stand of the 
corporation in the controversy. 

Previous invitations to a confer- 
ence had been refused by the com- 
pany until the sit-down strikers had 
left the plants—a condition which 
the union leaders said they would 
accept only after a written agree- 


president of 


' the factories or 


/' ment that no attempts would be | 


made to operate the plants or to 


BASIS FOR TRUCE REACHED 
The negotiators met and remain- 
ed in session for 15 hours. 


When | 


they emerged at 4 a. m. on Jan. 15, | 
a basis for a truce had been agreed | 


upon. 
First, in regard te the sit-down 
strikes, the unions agreed to with- 


| 


draw their men from the plants | 


and the company gave its word of 
honor to the Governor that ma- 
chinery would not be removed from 
any attempt be 


to operate them. 


the sole bargaining 


Second, the union agreed to re- 
cede from its demand to be made 
agent of all 
workers. On the other hand, the 
company agreed to negotiate as a 
company with the union instead of 


_ referring the union to the manage- 
' ment of individual plants. 


Third, the company agreed not to | 
be- 


discriminate against workers 
cause of their affiliation with any 


union. 


Fourth, negotiations were to pro- 


_ ceed for at least 15 days from Jan. 
move the machinery elsewhere. This | 
_ agreement was not forthcoming. 


18 unless an agreement had been 
reached sooner. 

(The story of the strike is told 
pictorially in Uncle Sam’s News 
Reel on Page 8. An article dis- 
cussing the effects of such a strike 
as that in the automobile indus- 
try appears on Page 14.) 


JOHN W. TAYLOR. 


DIVIDEND NOTICE 


(COLUMBIA 
Ki] GAS & ELECTRIC 
CORPORATION 


The Board of Directors has 
declared this day the following dividends: 
Camulative 6% Preferred Steck, Series A 

No. 41, quarterly, $1.50 per share 
Cumulative Preferred Steck, 5% Series 

Ne. 31, quarterly, $1.25 per share 

Cenvertible 5% Cunralative 
Preference Steck 

No. 20, quarterly, $1.25 per share 
payable on February 15, 1937, te holders of 
record at close of business January 20, 1937. 
Howraxe H. Petz, 
Secretary 


January 7, 1937 


PURPOSE 
OF ISSUE 


amount of The St. Paul, 
to certain terms and conditions, 
at 9544% and accrued interest. 


$30,000,000 


General Mortgage 33% Bonds, Series I 


Dated January 1, 1937 


Due January 1, 1967 


Interest payable January 1 and July 1 in New York City 


by virtue of amendments to the New York Banking Law of April 5, 1929. 


This is net an Offering Circular. The offer of these Bonds is made only by means of the Offering Circular. 


Great Northern Railway Company 


Redeernable, at Company’s option, in whole or in part (in amounts of $5,000,000 or more) on any interest payment date 
on 9 weeks’ notice to and including January 1, 1942, at 105%, with successive reductions in the redemption price of 1% 
during each successive 5-year period to and including January 1, 1962, and thereafter at 100%. Also redeemable for the 
Sinking Fund on July 1, 1939, and on each July 1 thereafter to and including July 1, 1951, at 10214%, and on each July 1 
thereafter at the redemption prices above set forth for optional redemption. 


The issue and sale of these Bonds are subject to authorization by the Interstate Commerce Commission. 


In the opinion of Counsel, these Bonds will be legal investments for Savings Banks in the State of New York 


Great Northern Railway Company has summarized as follows certain parts of its letter dated 
January 11, 1987, describing this issue. The entire letter and Exhibits thereto contained in the Offering 
Circular should be read prior to any purchase of these Bonds. 


The net proceeds from the sale of these Bonds will be used, together with additional funds from the 
Company’s cash resources, supplemented if necessary by short-term borrowing, to pay, with accrued 
interest thereon, $61,028,000 maximum principal amount of prior lien bonds, as follows: (a) at or 
befere maturity on June 1, 1937, $10,185,000 principal amount of Montana Extension First Mortgage 4% Bonds, 
(b) at or before maturity on July 1, 1937, $10,000,000 principal amount of First Mortgage Bonds of The Montana 
Central Railway ere and (c) upon the redemption at 10114% on July 1, 1937, $40,843,000 maximum principal 

inneapolis and Manitoba Railway Company Consolidated Mortgage 5% Bonds. Subject 
Morgan Stanley & Co. Incorporated _ agreed to purchase these Series I Bonds 


EARNINGS The following summary of earnings of Great Northern Railway Company for the years 1927 to 1935, t 
inclusive, and for the 10 months’ periods ended October 31, 1935, and October 31, 1936, has been i 

prepared from the Company’s Condensed Income Accounts, Exhibit 2 to the Company’s letter, and is subject to i 

the notes forming an integral part thereof (particularly the note which states that dividends paid by C. B. & Q. R. R. i 


FITTING A MACHINE. , 


fer Co. were not fully earned in certain recent years) and to the information in and notes on the Statement of Profit 
ee and Loss, Exhibit 3. 
we - Railway Railway Income 
si line Calendar Operating Operating Operating Available for Fixed Net 
Year Revenues Expenses Ratio Fixed Charges Charges Income 
1927 $117,904 ,005 $78,355,580 66.5% $41,810,412 $18,824,490 $22,985,922 
4 1928 126,737,091 83,235,116 65.7% 44,067,761 18,899,471 25,168,230 
; : 1929 125,932,808 82,862,910 65.8% 44,183,846 18,515,295 25,668,551 
{fees 1930 104,996,076 72,565,878 69.1% 36,970,872 18,934,124 18,036,748 
ee 1931 77 087 ,455 55,285,954 71.79% 24,481,024 19,155,117 5,325,907 
1932 55,549,246 45,655,672 82.2% 6,101,995 19,507,434 13,405,439° 
So 1933 61,923,891 41,545,224 67.1% 16,273,500 19,461,260 3,187,760°* 
1934 70,752,877 48,610,180 68.7% 18,497 ,685 19,572,165 1,074,480* 
1935 81,188,858 50,061,214 61.7% 26,468 ,087 19,328,227 7,139,860 
ae 1936)" Mes 69,150,682 41,912,523 60.6% 21,332,198 16,146,173 5,186,025 
oe 1936 * 75,762,661 47 588,498 62.8% 21,440,958 15,108,529 6,332,429 
*Less. 


The Company estimates that its fixed charges, based upon its capitalization after giving effect to this financing 

: ‘ : : and to the retirement of said $61,028,000 maximum principal amount of prior lien bonds, will amount to 

approximately $14,900,000, which would have been covered by its reported Income Available for Fixed Charges for 
each of the above years except 1932. 


SECURITY Upon the retirement of said $61,028,000 maximum principal amount of prior lien bonds, and after 

giving effect to this financing, there will be $249,422,400 principal amount of General Mortgage bonds 
outstanding in the hands of the public, $10,700,000 pledged and $1,300,000 in Company’s treasury, all of which 
bonds will be secured, in the opinion of Company’s counsel, by a second lien on 4562 miles of road, subject only 
to First and Refunding Gold Bond Mortgage, a third lien on 2209 miles of road, subject to prior liens, in so far 
as they attach, securing bonds in the principal amount (including the First and Refunding issue) of $128,750,909 
(of which $77,600,515 principal amount will be outstanding in the hands of the public, $36,332,000 principal 
amount are pledged directly under the General Mortgage, $14,813,394 principal amount are pledged thereunder 
subject to pledge under prior lien mortgages, and $5,000 principal amount are held in Company's treasury), 
and a first lien on 580 miles of road; a first lien on $82,933,700 par value of the capital stock of the Chicago, 
Burlington & Quincy Railroad Company; and a lien upon 31,813 units of equipment owned by the Company 
subject to the liens in so far as they attach of prior lien mortgages. The General Mortgage, under which The First 
National Bank of the City of New York is Trustee, permits the issuance of additional bonds thereunder for a wide 
variety of purposes as set forth therein, but does not permit additional bonds to be issued by the Company 
under prior lien mortgages. The General Mortgage permits the extension of prior lien bonds at any rate of 
interest to not later than January 1, 2000. 


Illustrated: Sundstrand Account- 
ing Machine... one of three 
distinct types made by Underwood 

Elliott Fisher. 


The foregoing is merely a brief outline of certain information contained in the 
Offering Circular dated January 14, 1937, and is subject to the more detailed statements 
therein. The entire Offering Circular should be read prior to any purchase of these 
Bonds. Copies of such Offering Circular may be obtained from the undersigned. 


Price 97'72% and Accrued Interest 


on 
» Sacks 


... THAT’S FIT TO po YOUR jor 


When you select an accounting ma- 
chine for your business, come to 
Accounting Machine Headquarters 
--.to Underwood Elliott Fisher... 
and be sure to get the machine that 
fits your particular problem. 
Underwood Elliott Fisher makes 
three complete lines of accounting 
machines... three distinct types of 
machines with a wide variety of 
models in each. When Underwood 
Elliott: Fisher recommends a ma- 
chine, you may be certain that it 
was designed to do your job. 
Accountants will tell you that Un- 


Morgan Stanley & Co. Incorporated has agreed, on the terms and conditions set forth in the 
Purchase Agreement, to purchase these Bonds, when, as and if issued and accepted by it and subject 
to the approval of its counsel, Messrs. Davis Polk Wardwell Gardiner § Reed, and subject to authorizatien 
by the Interstate Commerce Commission of their issue and sale. It is expected that delivery of Bonds 
in temporary form, exchangeable for definitive Bonds when prepared, will be made at the office of Messrs. 
J: P. Morgan & Co. on or about January 29, 1937, against payment therefor in New York funds. 

Morgan Stanley & Co. Incorporated is authorized in agreements with the Sub-underwriters to 
purchase and sell Series I Bonds, in the open market or otherwise, either for long or short account, 
for the respective accounts of itself and such Sub-underwriters, within the limits and during the period 
set forth in certain agreements referred toin the Offering Circular. 


derwood Elliott Fisher not only has 
just the machine for your problem 
but the organization to help you 
use it. Nationally known organiza- 
tions that have used these machines 
for a full quarter of a century are 
ordering regularly year after year. 
They know, too, that next to the ma- 
chine itself nothing is more import- 
ant than the organization back of it. 

Whether you 
need account- 
ing machine 
equipment now 
or not, it will 


UNDERWOOD 


pay you to know just what Under. 
wood Elliott Fisher Machines can 
do for you. Telephone our nearest 
Branch or mail the coupon for a 
complete demonstration. Every 
Underwood Elliott Fisher Machine 
is backed by nation-wide, company- 
owned service facilities. 


MORGAN STANLE Y & CO. 
BROWN HARRIMAN & CO. 
THE FIRST BOSTON CORPORA TION 
LEE HIGGINSON CORPORATION 


BLYTH & CO., Inc. 


Accounting Machine Division 
UNDERWOOD ELLIOTT FISHER COMPANY 


Accounting Machines... Typewriters 
++» Adding Machines, Carbon Paper, 
Ribbons and other Supplies 


One Park Avenue, New York, N. Y, 
Sales and Service Everywhere 
anti. 


J. & W. SELIGMAN & CO. 
EDWARD B. SMITH & CO. 
WHITE, WELD & CO. 

KIDDER, PEABODY & CO. 


Accounting Machine Division 
Underwood Elliott Fisher Co. 
One Park Avenue, New York, N. Y. 


Please have your representative 


ELLIOTT FISHER Weg eas LAZARD FRERES & COMPANY 
ACCOUNTING MACHINES 
January 14, 1987 
UNDERWOOD ELLIOTT FISHER SPEEDS THE WORLD'S BUSINESS City USN 1-18-37 
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The United States News 


—Underwood & Underwood, Wide World 
SHIFT IN SEC COMMAND? 
Securities and Exchange Commission Chairman 
James M. Landis (left) who is scheduled to resign 
to take up the duties of Dean of the Harvard Law 
School may find that SEC Commissioner William O. 
Douglas (right), will succeed him as chairman. 


* 


Impending Changes 
In SEC Leadership 


[JJOUGLAS For Landis?—Innova- 
tions before change — Wall 
Street’s attitude. 


James M. Landis’ recent decision to resign from 
the chairmanship of the Securities and Exchange 
Commission to become dean of the Harvard Law 
School has caused much conjecture in Commission 
circles as to his possible successor. 

When Mr. Landis returns to Harvard, which he 
left in 1933 on a leave of absence, a vacancy will 
be created in the board of commissioners as well 
as in the chairmanship. Although his term expires 
in June, SEC staff members report that Mr. Landis 
probably will be reappointed for a short term until 
he takes up his new duties at Harvard in Septem- 
ber. 

Opinion at the Commission is that William O. 
Douglas, now a commissioner, will be elected chair- 
man. No prediction is made, however, regarding 
the new commissioner since that is a presidential 
appointment. 


NEW POLICIES SPEEDED 


Mr. Landis’ resignation means, it is said, the 
speeding up of several important innovations in 
SEC’s program, because he wants to “get those 
matters cleaned up” before he departs. These in- 
clude: New Regulations for stock exchange brokers 
and dealers, investment trust legislation and laws 
designed to regulate protective committees. It was 
as director of an SEC study of the last field that 
Mr. Douglas, a former Yale law professor, first 
attracted national attention. He became a com- 
missioner when Mr. Landis moved up to chairman. 


The youngest man to be appointed Harvard law 
dean, Mr. Landis is the second chairman of the 
SEC, Joseph P. Kennedy having retired in 1935 to 
become a financial counsel. 

In the space of three years Mr. Landis has wit- 
nessed the attitude of Wall Street toward him 
change from one of opposition to pretty general 
cooperation. At first it was thought his adminis- 
tration would be tainted with too much academic 
theory, but later estimates of his efforts have em- 
phasized his ability “to meet half-way the good 
will and integrity which form so large a part of the 
financial world,” as the N. Y. Herald Tribune com- 
mented last week. 


It is considered likely that a Democrat will be 
appointed to the vacant commissioner’s office, 
although that is not mandatory. The Securities 
Exchange Act of 1934 says only that not more 
than three of the commissioners may be of the 
same political party. 


HOW MEMBERS ARE DIVIDED 


.As things stand now there are three Democrats— 
Messers. Landis, Douglas and J. D. Ross—and two 
Republicans, George C. Mathews and Robert E. 
Healy. The last two and Mr. Landis are the 
only members of the original commission still re- 
maining. Mr. Kennedy left in the fall of 1935, and 
Ferdinand Pecora in January of that year. 


Chances are, according to SEC members, that a 
present employe of the Commission will be stepped 
up to the vacant post. This would be following a 
practice which SEC has set in its appointments and 
which President Roosevelt followed in making Mr. 
Douglas a commissioner. If such were the case, a 
leader of the present investment trust study or one 
of the eight regional directors is in a good position 
for advancement. 


New Security Issues 


HE Securities and Exchange Commission an- 
nounced the filing for registration during the 
past week of the following new security issues: 


INDUSTRIAL RAYON CORPORATION, Cleveland, Ohio, 
247,625 shares of no par value capital stock, of which 
151,625 shares are to be offered to‘stockholders of the 
Corporation, one new share for each four shares held. 
There have already been sold 6,500 shares of the regis- 
tered stock and 89,500 are under option. Net proceeds of 
the 151,625 shares are to be used to defray part of the 
cost of a proposed plant and the equipment of the plant. 
Names of the underwriters will be listed in later amend- 
ments. 


GOVERNMENT OF DOMINION OF CANADA, $30,000,000 
of seven-year 244 per cent due Jan. 15, 1944, and $55,- 
000,000 of 30-year 3 per cent bonds due Jan. 15, 1957. 
Proceeds are to be used for refunding purposes. There 
are about 40 underwriters, headed by Morgan Stanley 
& Co., New York City. 


ELECTRIC AUTO-LITE COMPANY, Toledo, Ohio, $10,- 
000,000 of 4 per cent debentures due February 1, 1952, 
and convertible until January 31, 1947, and an undeter- 
mined amount of $5 par value common stock to be re- 
ng for conversion. Underwriters will be disclosed 
ater. 


TITLE REGISTERED U. 8S. PATENT OFFICE 


WIZARDRY OR ERROR IN BOND FLOTATION? 
AN INSIDE STORY OF RAIL FINANCING 


UB + 


| aise in the spring of 1930, less than a year + company in Cleveland and their Cleveland sub- + out, the Guaranty insisted that all noteholders 


after the great stock market crash, the pub- 
lic would have absorbed a bond issue faster if 
it thought the securities were speculative than if 
the bonds were called good investments. 

In a crowded hearing room of the Senate office 
building Joseph R. Swan, a New York investment 
banker, was seated comfortably at a long con- 
ference table surrounded by a large retinue of 
associates and counsel. Opposite, rapidly firing 
questions in his direction, sat Senator Wheeler 
(Dem.), of Montana, conducting a Senate investi- 
gation into railroad financing. 

The Senator had suggested that the reason the 
old Guaranty Company in 1930 steered clear of 
registering with the Illinois Securities Commis- 
sion a Van Sweringen bond issue it was under- 
writing was because prospective buyers would 
have had to be informed that “These are specula- 
tive securities.” 

Mr. Swan, smiling broadly, remarked that if 
the prospectus for the bond issue had borne that 
legend, the bonds would have sold “twice as fast.” 
The rejoinder, which drew laughter from the 
audience, brought humor into three otherwise 
“strictly business” sessions of the investigation 
last week. 


Its attention still fo- 
cussed on the complicated 
OF SENATE RAIL Van Sweringen ral em- 
INVESTIGATION pire, the sub committee of 
the Senate Interstate Commerce Committee re- 
sumed its public hearings, after a lay-off of sev- 
eral weeks. The hearings, largely dominated by 


POSSIBLE FRUIT 


Senator Wheeler, who proposed the inquiry in’ 


the first place, are based on data secured by the 
committee’s investigators during a year’s research 
into the accounts of leading railroads and invest- 
ment banking houses. 

In public statements Senator Wheeler has 
questioned whether the current financial plight 
of the carriers is not due as much to certain finan- 
cial practices as to the sharp decline in gross 
earnings. 

As yet only isolated aspects of one system have 
been aired in the sessions, but already Senator 
Wheeler has indicated that: First, it is entirely 
possible that a rail “holding company act,” similar 
to the Public Utility Act of 1935 may result from 
the investigation; and second that in his opinion 
the government should take over the task of 
financing the railroads. 

In the first sessions, held before the Christmas 
holidays, the committee delved into the spectac- 
ular recent history of the railroad-real estate king- 
dom constructed by the late Van Sweringen 
brothers. Last week it narrowed its attention to 
one particular bond issue of a Van Sweringen sub- 
sidiary. It was more interested in the part played 
by the New York bankers who underwrote the 
issue than the company’s side, and consequently 
the witnesses were almost without exception 
bankers or brokers. 

The company: Van Sweringen Corporation, 
formed in 1930, as a subsidiary of the Vaness 
Company, which in turn was 70 per cent con- 
trolled by the late Van Sweringen brothers. 

The security issue: $30,000,000 of 5 year 6 per 
cent gold notes of the corporation soid to the 
public in April, 1930, at the time the corporation 
was created. 

The investment banking firm: Guaranty Com- 
pany which headed a syndicate of underwriters. 
It was the security affiliate of the Guaranty 
Trrust Company and is no longer in existence be- 
cause of the Banking Act of 1933 which separated 
deposit and investment banking firms. 


Two views of the se- 

PROPOSITION” curity issue clashed dur- 

ing the hearings. Senator 

OR A MISTAKE? Wheeler caustically re- 

ferred to it as a “wild cat proposition” on which 
the public had lost almost $16,000,000. 


Mr. Swan, once head of the Guaranty Company 
and now a member of the investment banking 
firm of Edward B. Smith & Co., declared that the 
Guaranty Company made a “mistake” when it 
underwrote the issue, but strongly emphasized 
over and over again that the issue had been un- 
dertaken only after thoughtful consideration had 
been devoted to the deal. 

As testimony was given, this story of the bond 
sale developed: 

Originally the Van Sweringens wanted the 
issue to be a much lager one. In addition to 
financing urban real estate in Cleveland, which 
the final plan was supposed to do, they wanted 
the bonds to supply funds for a rapid trransit 


“WILD CAT 


urban real estate development known as Shaker 
Heights. 


At first, evidence introduced by Senator 


Wheeler showed, the Guaranty Company was 


cool to the plan. Documentary evidence from the 
files of the dissolved company indicated that its 
officers did not want to underwrite a “semi-high 
grade security.” So they turned the proposition 
down twice. 

But, after the transit company and the sub- 
urban development were dropped from consider- 
ation, negotiations were resumed ‘and the notes 
were sold to the public in the spring of 1930. 
Apparently from the testimony of Mr. Swan, the 
Guaranty Company did not consider the elimi- 
nated properties sound, but were convinced that 
the urban real estate represented good assets be- 
hind the $30,000,000 security issue. Guaranty 
Trust, parent company, was trustee for the notes, 


TWO VIEWS OF Senator Wheeler, 
prompted by three or 


ISSUE’S BACKING: f 

our investigators and 
WRITE-UP OR VALUE lawyers, who outlined the 
complicated procedure as he asked questions, 
made a flat declaration that audits by committee 
accountants revealed that there had been a write- 
up of over $25,000,000 in the value of land held by 
Cleveland Terminals Building, subsidiary of the 


A NOTE IN RAIL FINANCE 


Joseph R. Swan (left), former president of Guaranty 
Company, one-time securities affiliate of the Guar- 
anty Trust Company, and William C. Potter, chair- 
man of the board of the latter institution, at the 
Senate Interstate Commerce Committee investiga- 
tion of rail financing. They were summoned to 
Washington to answer questions about a $30,000,000 
bond issue of the Van Sweringen Corporation, which 
the Guaranty Company underwrote in 1930, and in 
which the public lost $15,000,000, according to Sen- 
ator Wheeler (Dem.), of Montana, who did the 
questioning. 


Van Sweringen Corporation. He said this was 
done to make the accounts of the company show 
a $30,000,000 surplus when actually it was insol- 
vent. 


Many times he asked Guaranty Company rep- 
resentatives whether this was not done in antici- 
pation of the bond sale, to make the issue more 
attractive. Again and again Mr. Swan firmly re- 
plied that the bookkeeping operation which the 
Senator termed a “write-up” was clearly noted 
in the prospectus of the issue, and furthermore 
that the items involved had substantial value ac- 
cording to competent estimates at the time. 

Behind the note issue was $17,000,000 in cash, 
the Cleveland properties and 500,000,000 shares 
of common stock in Alleghany Corporation, then 
the top company in the Van Sweringen pyramid, 
which were put up in place of the eliminated 
properties. Not a:dime in dividends has ever 
before or since been paid on those shares, Senator 
Wheeler pointed out. 

Yes, that is true, admitted Mr. Swan, but the 
shares were later taken out of the assets and re- 
placed by $15,000,000 in government securities 
which had been purchased with part of a $39,- 
500,000 loan to the brothers by six New York 
banks in an attempt to forestall a complete crash 
of the Van Sweringen companies. 


In answer to Senator Wheeler's persistent re- 
marks to the effect that the Alleghany shares had 
fallen 40 per cent in value by the time the nego- 
tiations were completed, the witness explained 
that the bank considered them “sound security” 
then and felt that they were too high before. 


' When the issue was floated the stock was selling 


at 30. 


When the notes fell in value to about 35 per 
cent of the original price, Mr. Swan also pointed 


have equal rights. And noteholders were given 
the opportunity to take 50 cents on the dollar 
and 20 shares of Van Sweringen Corporation 
stock for each $1,000 bond. It was on this basis 
that the committee’s accountants arrived at a 
loss of almost $16,000,000 to investors. 


Charges and denials 
came with great rapidity 
TO BE USED FOR when the next chapter of 
SPECULATION the story was told. The 
committee claimed that the Van Sweringens used 
the $30,000,000 received from the bond sale to 
speculate in the stock market through another 
subsidiary, Cleveland Terminal Buildings Com- 
pany. 

From May to October, 1930, this company paid 
out $54,000,000 the committee estimated, of which 
$46,000,000 went out in the form of stock pur- 


PROCEEDS SAID 


chases. Francis Ward Paine, of Paine, Webber & | 


Co., New York Stock Exchange members, testi- 
fied that his firm handled margin accounts which 
accounted for more than $31,000,000 of the total. 
Because of the activity in the stock market by 
the subsidiary, Senator Wheeler said “the chair 
had been pulled out from under the note holders 
of the Van Sweringen Corporation.” William C. 
Potter, chairman of the board of Guaranty Trust, 
trustee for the notes, declared that he had never 
heard of these transactions. 


The committee had still another card up its 
sleeve, stating that evidence they had obtained 
made it clear that the Van Sweringen brothers 
had in several instances sold the stock of one of 
their companies to another one in attempts to 
forestall bankruptcy. Some of these deals were 
made at prices higher than those quoted in the 
markets. 

“Assuming that these things which you have 
said are true,” Mr. Potter said in explaining that 
this was the first word he had of these transac- 
tions, “I wish to say that I condemn them just 
as much as you do, Senator Wheeler.” 

There followed a discussion of the duties of 
corporate trustees, Senator Wheeler asserting 
that “as a trustee for these noteholders it seems 
to me that had you kept informed these things 
would not have happened had Guaranty objected 
to them.” 

Mr. Potter drew a distinction between a per- 
sonai trustee and a corporate trustee, and argued 
that if his bank had done what Senator Wheeler 
claimed it should have done, “it would have 
placed us in the position of running the business.” 


LEwIs H. BOWEN. 


Week's Financial Highlights 


Gold and Silver Imports Less. 
Standard Accounting Forms 


Less Gold and Silver Arrive.—The year 1936 saw 
only $1,144,000,000 in gold imported into this coun- 
try, a decrease of almost $600,000,000 from the pre- 
vious year, the Department of Commerce discloses, 
and silver imvorts at $182,816,000 were only about 
half of what they were in 1935. 

Forecaster Leaves.—The man who has been fore- 
telling just how much money the Federal Govern- 
ment will take in during each fiscal year of the 
New Deal resigns his office to devote his time to 
telling investors what securities are going to make 
money. He is A. S. McLeod, research and statisti- 
cal expert of the Treasury Department, and he re- 
turns to his former occupation as an investment 
counsel, 

More Standard Accounts.—Public utility holding 
companies are being subjected to many a standard 
accounting form these days—SEC imposes them cn 
holding companies and the Federal Power Commis- 
sion on the operating units. Last week the FPC 
issued amendments to its uniform system of ac- 
counts making the system applicable to smaller 
companies. Although the major companies started 
using the system on Jan. 1, the Class C and D 
public utilities will not begin until Jan. 8. 

Section 77B—When Section 77B was inserted into 
the National Bankruptcy Act several years ago, it 
was designed to make reorganization easier for cor- 
porations in financial difficulties. In the case of 
railroads, at least, the process is still too slow, in 
the opinion of Jesse Jones, chairman of the Recon- 
struction Finance Corporation, who said last week 
that some revision was necessary. “I am not satis- 
fied with the way railroads have been going about 
reorganizing,” he said. “There is nothing in the 
law to speed them up.” 

Surplus Profits Tax—Whether or not railroads 


should be exempted from the steep surplus tax on. 


undistributed corporate profits will be discussed by 
Treasury officials and the Interstate Commerce 
Commission, following the recommendation of the 
latter agency that such exemption be given. An- 
nual report of ICC stated that the financial con- 
dition of the roads necessitates a change in the 
Revenue Act of 1936. 


—Underwood & Underwood 
THEORY INTO PRACTICE 

Robert Lehman, of Lehman Corporation, whose 
recently published report embodies all parts of the 
12 point program he recommended to the Securities 
and Exchange Commission. Prominent in the report 
was the practical application of Mr. Lehman’s 
recommendation to the SEC that full publicity be 
given to investment trust activities. 


f 
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Investment Trusts 
Accepting New Rules 


THE “Investors’ Watchdog”, begins 
to get results from investment trust 
inquiry. Sees break in utility opposi- 
tion. 


Although the Securities and Exchange Com- 
mission’s power over public utility holding com- 
panies is hampered by court injunctions and its in- 
vestigation of investment trusts is only partially 
finished, from two sources last week came indica- 


tions that its efforts along those lines are now bear- | 


ing fruit. 

First, the Lehman Corporation, $100,000,000 in-« 
vestment trust, issued a mid-year financial state- 
ment, carrying out the recommendations made be- 
fore the SEC by Robert Lehman, president, that in- 
vestment trusts give the widest possible publicity to 
their transactions. 

Second, American Utilities Servicee Corporation, 
of Savanna, Illinois, a public utility holding com- 


pany, registered with SEC under the Public Utility 


Act of 1935, and its president, in giving reasons for 
the action, paid the Commission a high compliment. 


LEHMAN REPORT COMMENDED 


The Lehman report came out several days subse- 
quent to SEC’s preliminary report to Congress on its 
investment trust study in which it was stated that 
regulatory legislation would be recommended. The 
firm’s statement incorporated all sections of the 
twelve-point program which Mr. Lehman suggested 
to SEC in November while on the stand during pub- 
lic examination of the corporation in connection 
with the study. 

Staff members commented enthusiastically on the 
extensive report. Items in the portfolio of security 
holdings are marked for the first time to show what 
connection Lehman Brothers (the banking firm 
sponsor of the trust) has with the issuing company. 
This indicates whether Lehman Brothers officials 
are directors of the issuing company and whether 
Lehman Brothers helped float any stock issues for 
the company or its subsidiaries in the last three 
years. 

Also it is disclosed whether the asset value of 
the holdings are based on over-the-counter quo- 
tations, stock exchange quotations, or on a fair 
value in the opinion of the Lehman Officials. Ac- 


cording to the report Lehman Brothers representa- ° 


tives are members of the board in 38 corporations 
the securities of which are included in Lehman 
Corporation’s portfolio. 


Complete publicity, such as Lehman Corpora- 
tion has made, for all transactions is only one 
point in the Commission’s contemplated regulatory 
program. Others are standard accounting prac- 
tices and separation of the trusts from their spon- 
sors if the latter are investment banking or broker- 
age houses. 


VIEW OF AMERICAN UTILITIES 


American Utilities Service was one of a large 
group of holding companies which enjoined SEC 
from enforcing the Public ‘Utility Act. After a year 
aS an unregistered company, however, Perry Craw- 
ford, president, stated last week certain problems 
concerning financial and operating aspects of the 
business forced a reconsideration of the decision 
against registration. 

“A study was made,” he said, “of those companies 
who had registered and it was found that the regu- 
lations promulgated by the SEC under the Act 
were eminently fair and reasonable in view of the 
requirements under the Act. It is conceded that 
some regulation is necessary and that a practical 
solution of this problem will depend upon a sound 
law and fair regulation.” 


Among the provisions of the Act is one prohibit- 
ing unregistered companies from publicly offering 
securities. Thus, if the Act were being enforced, a 
company would have to register permanently with 
SEC to take advantage of the present low interest 
rate period to refund high interest debts or sim- 
plify corporate structure. 


The Government, however, has agreed to delay 
enforcement until the Supreme Court decides on 
the constitutionality of the legislation. But, as is 
the case with American Utilities Service, the busi- 
ness men of the industry have found, SEC leaders 
assert, that certain legal doubts are cast upon new 
issues of unregistered companies, in spite of the 
truce. 


In that and other ways, one SEC official said, the 
unregistered companies “get tied up in legal ine 
tricacies” and are hampered in their financial o»- 
erations. Because of this it is believed that quite 
& few additional companies will join the 67 already 
registered. 
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UNCLE SAM'S BILLIONS OF GOLD 
ON THE WAY TO INTERIOR CACHE 


(GOLD in the hills. Science 


and weapons for safety. A 
bombproof fort—and secrecy. 
Wars and rumors of wars have 

caused all nations to become uneasy 
about their gold possessions, and 
“the danger looms greater for Uncle 
Sam since half of the world’s mon- 
etary gold belongs to him. 
So last week the Treasury Depart- 
ment, with the help of the Post 


| | U. S. GevernMENT OBLIGATIONS, DIRECT AND FULLY GUARANTEED _780,030,063.96 | 
offices, but the possibility of armed  .ome estimates. 
invasion forced the Treasury tO at present the Government's gold State aND Municipal SECURITIES . © © © © 74,958,735.88 
around for a safe deposit | stock is well over $11,000,000,000. Orwer Bonps SECURITIES. © © 181,721,324.76 
Ox.” ' When the appropriation needed to 
On the Fort Knox military reserv- | build the depository was being re- Leans, Discounts AND BANKERS ACCEPTANCES «24 «6 «© 772,031 ,008.07 
/ ation it located the spot, and about quested about two years ago, Treas- 37,434,504.12 
a year ago. under the supervision of ury officials estimated that $6,000,- R 4.041.382.27 
_ the Procurement Division, the con- 99.900 of gold bars would be se- Orner Rear Estate. 
\ TO | struction of a two-story, basement | oreted there. 10,681,010.10 
_ and attic building began. Only two | — a}) that will be left In other Treas- , 
_ other countries in the world have  yry yaults throughout the country Customers’ ACCEPTANCE LIABILITY. © 
ARIZONA | anything similar to this “treasure be a “working balance” needed 16,672,185.09 
| chest”—the Bank of France foreign exchange transactions 
_ modern vaults deep under the streets ang related matters. Isolation of $2,562,182,071.35 


CALIFORNIA 


—and to healthful enjoy- 
ment amid scenic surround- 
ings—over the comfortable 


to Los Angeles, San Diego, Santa 


W. J. LEAHY, Pass’r Traffic Mér. 


Office Department, and under the 
protection of the Army, began ship- 
ping gold bullion by special trains 
from the Philadelphia mint to the 
new United States Depository at 
Fort Knox, about thirty miles from 
Louisville, Ky. 

Safety has become the primary 
requisite in handling the Govern- 
ment’s gold stock, since gold coins 
are no longer in circulation. Because 
Uncle Sam received so much of the 
metal when private hoarding was 


prohibited in 1934 and because he | 
has received so much of it in the 


orm of payments from other coun- 
tries, how and where to store his 


_ stock has become a problem. 


Not only was gold overcrowing the 


of Paris to protect its gold, and 
China has an up-to-date depository 
for its silver hoardings. 


20-TON DOOR INSTALLED 


each of which is known to only one 


“wrinkles”: Two water-filled moats 


watch towers from which machine 
gunners can watch all sections of 
the fortress. 

In addition to these mechanical 
safeguards the depository will be 
heavily manned at all times by 
members of the staff regularly as- 
signed to guard the mint. Also, the 
Army post not far distant gives fur- 
ther assurance that the bars of gold 
will not be molested. 

The first shipment went off with- 
out a hiteh, thanks to the Post Office 
Department, which handled the job 
for the Treasury. 


Nine mail cars, carefully loaded 


with gold, and five passenger cars 
loaded with armed guards made up 


the first train, carrying about $200,- 


tons of gold in Kentucky is in line 
with the policy to shift the gold sup- 
ply from mints and assay offices on 
the Atlantic and Pacific coast cities 


(Province of Quebec) 


RESOURCES 


LIABILITIES 
Capita. Funps: 


THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, December 31, 1936 


$ 669,417,960.32 


Barbara. Also through service daily staf! member. from our own engineers in 
from St. Louis. TROOPS ON GUARD the field, are available upon United States Gevernment and other securities carried at $158,328,914.57 are pledged to secure 
“aa — As if all that were not enough to request. public and trust deposits and for other purposes as required or permitted by, law. 
discourage attacks, the Treasury 
Por forther in 5 
has thought up these additional WaAverly 3461 


low-altitude route. Built ata cost of $560,000 the Ken- to safer interior spots. A year ago Cemmon STock e e $100,2 70,000.00 
The De Luxe All-Pullman tucky strong box has been designed Some two billion dollars worth was 
to withstand a much more aggressive | Moved from San Francisco to the 
GOLDEN STATE attack than probably ever will be Denver mint. 
LIMITED waged upon it. Here are some of the | = $ 227,004,246.95 
per | 14,825,371.74 
CALIFORNIAN shell, is made of two levels of steel Latest reports on the RESERVE FOR TAxeEs, INTEREST, Ot a ee ee 1,418,836.88 
and concrete, has fourteen compart- | 2,286,209 092.08 
All Three Air-Conditioned Throughout ments below ground and fourteen | growing D | ? ’ 17 160,930 i 
No Extra Fare above. It is reached through an AccerTANCES QUTSTANDING . © © © © © © © © @ / 250, 
Quickest daily service Chicago to | €N0rmous door weighing more than SISCOE Re LAMAQUE Liasitity as Enporser oN ACCEPTANCES AND Foreicn BiLis. . 8,174,215.76 
Phoenix. Only through service 20 tons which requires the presence | | 
El Paso (Carlsbad Caverns), | of three men to open since it is MALARTIG GOLD AREA Orner LiaBILITIES. © © © © © 7,190,077.70 
ucson, Chandler, Indio and Palm equipped with three combinations 4 | 
Springs. Direct low-altitude route $2,562,182,071.35 


BRIDGER, HEVENOR & CO, 


Members The Toronto Stock Exchange 
60 KING ST. WEST 
\TORONTO -:- -:- 


Rock Island Lines 
728 La Salle St. Station 
Chicago, Il. 


ROCK ISLAND 


ROAD OF UNUSUAL SERVICE 


around the building, the water in 
which can be quickly flooded into 
the vaults. thus hiding the yellow 
bars; an automatic electric signal- 
system telephone, a radio, micro- 
phone equipment and four “pill box” | 


Hember Federal Deposit Insurance Corperalion 


CANADA 
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From horse power to horsepower 
eee im one generation 


$50,000,000 


City of New York 


3% Corporate Stock 
Dated January 1, 1937 Due January 1, 1977 


Principal and semi-annual interest, January 1 and July 1, payable at the office of the Comptroller of the City of New York. Coupon Bonds in 
denomination of $1,000, convertible into registered form in any multiple of $10, and interchangeable. 


Interest Exempt from all present Federal and New York State Income Taxes 


Eligible, in our opinion, as Legal Investments for Savings Banks, Trust Funds and 
Life Insurance Companies in the State of New York | 


This Corporate Stock constitutes, in the opinion of counsel, a valid and legally binding obligation of 
the City of New York, payable as to both principal and interest from ad valorem taxes to be levied 
on all of the taxable real property therein, without limitation as to rate or amount. 


This issue does not add to the debt of the City, as the proceeds are to be applied to the retirement of 
$50,000,000 Special Corporate Stock 6% Notes issued for rapid transit, water and dock purposes. 


THE WORLD MOVES/ “4 


Price 10314 and interest, yielding over 2.85% 


The above Cerporate Stock is offered when. as and if issued and received by us, and subject to the e lef . 
Thomson, Wood & Hoffman, Esqs., Attorneys, New York on peeve! of Ingelity by 


N ONE GENERATION the rich man’s luxury 
... the automobile... has become every man’s 
necessity. It has given way to an entirely new 
kind of car... not only far better than the old, 
but costing much less. len years ago the average 


First National Bank, New York 
Edward B. Smith & Co. 


The National City Bank of New York 


The First Boston Corporation Brown Harriman & Co. 


Incorporated 


Salomon Bros. & Hutzler Kidder, Peabody & Co. 


Lazard Freres & Company 


price of cars per horsepower was $31.50, Today Incorporated Stone & Webster and Blodget 
it is $7.80. — 
Improved ‘stecl has been one of the biggest Estabrook & Co. Kean, Taylor & Co. Lee Higginson Corporation L. F. Rothschild & Co. 


reasons for this epoch-making progress. United 
States Steel produces more than a thousand dif- 
ferent kinds of steel for use in automobiles. One 
kind gives you the springs on which cars float 
along. Another is “deep-drawn” nearly to a point 
in streamlined headlamps. A third produces pre- 
cise gears of almost diamond hardness. Parts 
made from special alloy steels are light enough 
for speed and economy, yet strong enough for 
the terrific strain of modern trafhe service. Parts 
made of stainless steel gleam like silver; they do 
not rust. 

Is there still greater progress ahead? United 
States Steel believes so. Its workers and its lab- 
oratories are even now busy preparing for to- 
morrow’s cars just as they helped produce today’s. 


Mercantile-Commerce Bank & Trust Company Dick & Merle-Smith Geo. B. Gibbons & Co. 


Incorporated 


Eldredge & Co. 
Incorporated 


Darby & Co. 


Manufacturers and Traders Trust Company The Union Trust Company of Indianapolis 


Baker, Weeks & Harden Dean Witter & Co. 


R. L. Day & Co. 


First of Michigan Corporation Dominick & Dominick 

G. M.-P. Murphy & Co. W. E. Hutton & Co. 
The Anglo California National Bank E. W. Clark & Co. Washburn & Company City National Bank & Trust Co. 
Edward Lowber Stokes & Co. 


C. F. Childs and Company 


AMERICAN BRIDGE COMPANY 
CANADIAN BRIDGE COMPANY, LTD, 


. AMERICAN STEEL & WIRE COMPANY 
* CARNBGIE-ILLINOIS STEEL COR- 


Mackey, Dunn & Co. Mitchum, Tully & Co. Hannahs, Ballin & Lee 


Minsch, Monell & Co., Inc. The Milwaukee Company Field, Richards & Shepard Lawrence Stern and Company 


PORATION « COLUMBIA STEEL COMPANY * CYCLONE FENCE COMPANY 
FEDERAL SHIPBUILDING AND DRY DOCK COMPANY * NATIONAL TUBE 
COMPANY ¢ OIL WELL SUPPLY COMPANY ¢ SCULLY STEEL PRODUCTS 
COMPANY + TENNESSEER COAL, IRON & RAILROAD COMPANY + UNIVERSAL 
ATLAS CEMENTCOMPANY * United States Steel Corporation Subsidiaries 


Fi . 
irst Security Trust Company Griffith-Wagenseller & Durst Bigelow, Webb & Co. Butcher & Sherrerd 
Lobdell & Co. John B. Carroll & Co. William R. Compton & Co. 
Incorporated 
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“In Proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 


Vol. 5. January 18, 1937. No. 3 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.” 
VOLTAIRE 


es 


RESIDENT ROOSEVELT this week stands before 
the Chief Justice of the United States and repeats 
the following oath of office as it is written in the’ 
Constitution itself: | 
“I do solemnly swear (or affirm) that I will faith- 

fully execute the office of President of the United 

States, and will, to the best of my ability, preserve, 

protect, and defend the Constitution of the United 

States.” 

The whole inauguration revolves around that simple 
act. The oath is administered by the head of a coordinate 
branch of the government-the Supreme Court of the 
United States. 

The emphasis is on the Constitution. The President 
pledges himself not merely to execute faithfully the high 
office of Chief Executive but he must to the best of his 
ability “preserve, protect and defend” the Constitution 
itself. 

Against what must he protect the Constitution? And 
against whom must he defend that instrument? Enemies 
from without? That would have been a superfluous 
command. | 

George Washington counselled against enemies from 
within the Republic. He warned against usurpation. He 
saw the possibility of subversive influence. | 


CRUCIAL TIMES The members of the Supreme 


Court of the United States like- 


PUT STRAIN ON | wise take the oath when they are 


OUR SYSTEM appointed to the bench. They, 


too, must preserve and protect 
the Constitution. It is, indeed, their primary task to in- 
terpret the Constitution as the “supreme law of the land.” 

Why, it will be asked, is it more necessary today than 
ever before to note the words of the oath the President 
takes and to lay stress on the importance of protecting our 
institutions? 

It is not because we have among our leaders any who 
would destroy deliberately what is written in the Consti- 
tution. We do have leaders, however, who believe the 
Constitution can be twisted to suit the exigencies of the 
times without submitting to the American people the 
strained constructions or newly assumed powers for public 
approval. The people themselves should pass upon funda- 
mental changes. 

To many a layman it is sufficient that an election has 
occurred in which presumably the people have already 
passed on everything. Such a superficial view can hardly 
be countenanced.. An election is often the ratification of 
a personal leadership, the confirmation of a nation’s trust 
in an individual or, sometimes, a verdict on a para- 
mount issue.. But it is not a mandate to change the Con- 
stitution.. This can be given by the people only in the 
way the Constitution itself prescribes, namely by sub- 
mission of a concrete amendment to be voted on separate- 
ly from any other issue. 


NEED MANDATE _ We have heard much discus- 


sion in the last four years about 


FROM PEOPLE the Constitution. The New Deal 
FOR CHANGES view has been that there is very 


little wrong with the Constitu- 
tion but a great deal wrong with the Justices of the 
Supreme Court when they fail to decide cases to suit the 
New Deal. Let us hope that such a partisan concept of 
the judicial function will vanish with the ending of the 
first term of the Roosevelt Administration. 

It is undeniable that the line of demarcation between 
the “interpretations” or “implications” of the Constitution 
and the exercise by Congress of the supreme legislative 
will when it writes a statute is often a twilight zone. It 
will be conceded also that unexplored ground in constitu- 
tional law requires test cases and that unless Congress 
passes a law which can be submitted to the Supreme Court 
in a concrete case, there is no direct way of knowing 
whether the limitations of the Constitution have been 
obeyed. 

When, on the other hand, laws are written in the face of 
repeated decisions and precedents of the Court and when 
the highest tribunal in our land, charged by the Constitu- 
tion itself with saying what is or is not in pursuance of the 
Constitution, declares such laws invalid we must then ex- 
pect Congress to give the people an opportunity to vote on 
a change in the Constitution on that particular subject if 
it is to be persisted in as a legislative objective. 

To repeal an unwise law takes, of course, only a majority 
vote of Congress, whereas to repeal an unwise amendment 
in the Constitution takes a long time and the step must be 


PROTECT AND 


Program of Mr. Roosevelt's Second Term Is Entitled to Objective Consideration as a Separate 
And Independent Chapter in National Affairs—Need For an Impartial Approach as 
Mistakes of the Past Are Corrected or New Proposals Are Launched 


By DAVID LAWRENCE 


ratified not merely by two-thirds of the Congress but by 
three-fourths of the States. Nevertheless it is much better 
in the long run to give the people a chance to pass upon any 
grant of power which materially affects their rights and 
liberties than to give the supreme power to change the 
Constitution to a small group of men whose biennial elec- 
tions are so often wrapped up in a myriad of other ques- 
tions or controversies and all the complexities of the per- 
sonality factor in the various districts and states that a fair 
appraisal of the public will on specific issues cannot be ob- 
tained. 


POWERS NOT President Roosevelt’s first ad- 


ministration saw an attempt to 


GRANTED CAN'T give the Federal Government 
BE ASSUMED centralized control through a se- 


ries of laws subsequently de- 
clared unconstitutional. In his first message to Congress 
after the election of November, 1936, Mr. Roosevelt deliv- 
ered a frontal attack on the Supreme Court and called 
for a “liberal” interpretation. It is not the first time that 
Presidents of the United States have taken issue with the 
Supreme Court and there is no violation of ethics or con- 
stitutional principle for the head of the executive branch 
of the government to say what he pleases about the other 
branches of the government. This is an inalienable right 
of free speech to be exercised as much by a public officer 
as by a private citizen. 

What is more important is whether the Constitution, 
when all is said and done, is preserved and protected 
against usurpation. Powers cannot be assumed that are 
not definitely vested in the federal government by the Con- 
stitution. 

The trend toward centralized control of government 
may or may not be a passing fancy. If the mood of the 
people at the moment is reflected in what they said in the 
last election by their votes, then they favor a strongly na- 
tionalized government and are not concerned so much 
about the gradual elimination of states’ rights. 

But, as Justice Hughes once said, “if we did not have 
States, we should speedily have to create them.” Local 
and autonomous government springs out of human na- 
ture and the desire of individuals to govern themselves in 
convenient neighborhoods, cities and districts. Self gov- 
ernment is not possible by remote control. It inevitably 
carries with it excessive delegation of power and inevit- 
ably leads to autocracy. 

Mr. Roosevelt probably resents any implication that he 
has any less regard for the Constitution than any other 
man in America who is elected to public office. He feels 
that interpretation of the Constitution can be and should 
be “liberalized” to meet the pressing problems of the emer- 
gencies that confront us as a nation in a topsy turvy world. 

The Supreme Court itself said, however, at the time 
of the greatest emergency in our history—Civil War days: 

“The Constitution of the United States is a law for 
rulers and people, equally in war and in peace, and 
covers with the shield of its protection all classes of 
men, in all times and under all circumstances. 

“No doctrine involving more pernicious conse- 
quences was ever invented by the wit of man than 
that any of the Constitution’s provisions can be sus- 
pended during any of the great exigencies of gov- 
ernment. Such a doctrine leads directly to anarchy 


or despotism—the theory of necessity on which it is 
based is false.” 


MEETING NEW Chief Justice Hughes reiterated 
the above thought three years 


NEEDS UNDER ago when he said in formal opin- 
CONSTITUTION 10" that “emergency does not 


create power.” He added signifi- 
cantly, however, that emergencies sometimes lead to the 
use of constitutionally granted powers that have lain dor- 
mant until emergency came. 

What a world of meaning in that approach! It tells us 
that because one law is declared invalid, this does not mean 
that all other efforts to achieve the objective by legitimate 
means have necessarily been exhausted. It does not mean 
that there exists only one set of solutions and that no 
others can be applied. Congressional wisdom or resource- 
fulness would hardly seem to be finite! 

We have witnessed recently how prison-made goods 
have been excluded from interstate commerce by the 
application of an old principle of law clarified by a 
wisely written statute after two laws in the same class 
were declared unconstitutional. There are many objec- 
tives of the New Deal which are worthy and which can be 


translated into law and yet come within the meaning of the 
Constitution. There are other objectives such as the regu- 
lation of wages and hours for all businesses which though 
worthy in some respects should, if proposed as a national 
policy, be passed upon specifically by the people. 

Mr. Roosevelt himself said once that principles never 
change but application of those principles does introduce 
new factors. The Constitution is a series of basic prin- 
ciples. A government of checks and balances which could 
protect the liberties of the people was the essential pur- 
pose to which the founders of the Republic dedicated them- 
selves. So it does not, therefore, follow that if new circum- 
stances arise with new instrumentalities of commerce, or 
new inventions or new devices for the carrying on of com- 
merce and national business there should necessarily have 
to be new amendments to the Constitution to carry on the 
government’s regulatory function. 


STATESMANSHIP Experience is our wisest teach- 


Mr. Roosevelt said in a public 


CAN PROFIT BY address in 1933 that if he made a 
PAST MIST AKES mistake he would be the first to 


acknowledge it. Nobody asks for 
a public retreat. It is the mark of true statesmanship to 
listen to the expressions of the popular will and thus pre- 
vent a recurrence of mistaken policies. 

Franklin Roosevelt’s place in history will depend on how 
much he takes to heart the rather unpleasant but needful 
criticisms that were heaped upon his first administration, 
so much so that many millions of his fellow citizens be- 
came honestly convinced that his reelection would not be 
in the public interest. 

What did the vast majority have in mind by their 
votes? Doesthis mean that they did not perceive any 
mistakes in his acts or policies or does it mean that they 
simply believed Mr. Roosevelt in his second term would 
profit by his mistakes and hence make a better president 
than a man without his first four years of realistic expe- 
rience? 

We prefer to believe that the majority gave Mr. Roose- 
velt credit for good intentions and for the fulfillment of his 
oath—the execution of his office as President to the best of 
his ability—but that they looked forward to a higher qual- 
ity of performance in the second term than in the first. 

Today the nation is not looking back but ahead. What- 
ever the mistakes of the first four years, there is no 
disposition to hark back to bygone days if the days ahead 
show a distinct departure from paths that were perilously 
near the edge of the American system and on the border- 
line of those European systems which democracy must and 
shall repudiate. 


MR. ROOSEVELT The events of a troublous 
world have weighed heavily on 


FACES GREAT Mr. Roosevelt as he has observed 
OPPORTUNITY the struggle of democracy to hold 


its own against the madness of 
dictatorships. He recognizes the peculiar challenge which 


democracy faces and the great responsibility placed upon 


him to carry on effectively the affairs of the greatest de- 
mocracy the world has ever known. 

Mr. Roosevelt would seem at the moment to cherish no 
other ambition but to serve his fellowmen. His methods 
at times may reveal the frailties of human nature. His 
enthusiasms may bear the aspects sometimes of imprac- 
tical idealism but in the long run the government of the 
United States must be a solvent government and hence 
the economic machine must mesh in all its gears if suf- 
ficient taxes are to be derived from industry and busi- 
ness and individuals to care for all the numerous items of 
a $7,000,000,000 expense budget. 

Mr. Roosevelt’s personality is an asset to him in the 
many burdens that befall a President of the United States. 
He meets responsibility with poise and patience. He has 
had difficulties in choosing advisers and in choosing which 
advice to follow. As he unfolds the plans of his second 
administration, we must hope that Mr. Roosevelt will view 
the nation’s program for the future with the realistic vision 
of a statesman who knows that principles are immutable 
in a democracy and that mere expediency is the cancer 
that makes government unmoral. 

The second inauguration of Franklin Roosevelt is an oc- 
casion for solemnity. Great unsolved problems and 
stormy seas lie ahead. May God grant the President the 
strength and the courage to fulfill to the best of his ability 


his renewed pledge to preserve, protect and defend the 
Constitution of the United States. 


Subscription Rates: One Year $2; Postage to Foreign Countries Extra. Address The United States News, 2201 M Street, N. W., Washington, D. C. 


| 
| 
| | 
| | 


